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PREFACE 


rhe purpose of this paper is to eveive a satis- 
factory and sound retirement system for the United States 
Navy based on establigned and preved scientific srin- 
ciples governing such systems. The study seems timely in 
that a study of the United States Navy Retirement systen 
is now being wndertaken in washington, De. Ge. = 

in the appreach to the preblem of evolving an 
adequate and sound retirement syatem and the extent to 
which it might be siuilar in the several services, it is 
the intention of the writer te discuss and eompare the 
existing retirement systems ef the United states Havy, the 
Yederal civil service, the gubiic empleyees of the State 
of Uhieo and, where pertinent, te discuss phases of the re- 
tirewment plan provided for the Forcign Service Officers ef 
the State Department of the United States and that pro- 
vided for industrial workers by the social Security Act of 
2935- in Chapter I an attempt will be made to acquaint 
the reader with a brief nistery of retirement thinking and 
its social pkilosepny as well as the objectives scught by 
the adoption of retirement plause Chapter Il will deal 


with the eperation of the several systems as regards their 





* By a subcommittee of the Joint Service Yay Committee, 
Washington, O« Gey 1947-48. 
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administraticn and seurece of funds. Comparison of the 
benefits and equities acquired by members of the several 
systems wili be the subject material of Chapter Iii. 
Chapter iV diseusses the need of @ new concept in retire-~ 
ment system operation in the United States Navy and pro- 
peses ea plan fer tat service which would be socially 
acceptabic. General conclusions and needa for action are 
suaumerized in Chapter ¥. 

Tre author wishes to express his sincere gratitude 
te De. Narwey “alxer for the giving of his time and 
patience and fer his invaluable asaistance in the prepara- 
tion of this thesis. For the thesis as finally presented, 
the author takes full responsibility. 
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LNTRODC TION 


the study @f retirement plans and their application 
presents many interesting and important problems. The 
necessity fer such plans in all areas of service, whether 
governnent, military, or industry, is new an established 
ang generaily accepted fact. Retirement systems have 
become receszniszed 46 an important tool in building ap the 
worale of our several gervices as weil as an instrument of 
prevision for suppert in sid age + Yet the military and 
the eivii aerviees have different philosophies about the 
operation of tris seecalled tool. Mucn oF that difference 
ig accounted for hy the faet thai legislation establishing 
@ retirement program fer cur civil services is relatively 
recent, while that for cur wilitary services dates back 
to colonial days. The concept of retirement systems in 
our civii servicer is to previde for security in old age~- 
that period when a person is no longer preductive. On 
the other hand, retiresent benefits in enr military ser- 
Vieea have been considered rewards for satisfactory 
service. 

Now all retirement plans need not be exactly the 
suse to be saea retirement plans» As iewis “eriam says, 
retirement systems are goog if they fuifili the require- 
meuts of that braneh cf service toe waich they apoiy and 
at the same time are fair to empleyees beth as a class 
aud as individuals, as well as satisfactory ts a public 


appreciative of the social value of a system and, of 


course, financially sound. Certainly, however, an 
objective study of retirement systems ought to reveal the 
existence of operating principles common te all systems. 
That these common principles do not exist is a fact 
illustrated by the aifferent secial philosophies back of 
our civil and military retirement systems. Can such a 
difference be justified? The writer thinks not, and it 
is one of his purposes in the thesis that follows to show 
that the first step which must be taken in order to 
establish a sound retirement system for the U. 3. Navy is 
the acceptance of an entirely new principle of social 


philosophy. 


Saeee 





1 Lewis Meriam, Srinciples Coverning the Retirement 
of Public Hmployees, p. 45. 


CHAPTER I 


\ BRIRY HISTORI@4aL AND PHILOSOPHICAL BACHGRODMD OF 


MILITARY AND CIVIL ReTIRSvanT sSYaTess 


in our efferts to understand the differences in 
social philosophy underlying the several retirement sys- 
tems, a study of the nistoriecal background ef cur naval 
and eivil service vetirement plans is both interesting 
and enlightening. The social philosophy zoverniag the 
thinkiag of practienily all tye retirement plans in the 
United States, with the exception of the military serv- 
ices, is similare Une of the bases of this difference 
lies in the hiatoricai origin of the plans and in the 
static characteristics of the military clans as oppesed 
to the dynamic tendencies of thase of the civil service. 
It is essential te arrive at a commen understanding of 
the secial philosonhy of retirement plans befere it is 
pesaitie to develop any ecownen orinciples for the epvera- 
tien of such systems. Jehn =. “erreeks has stated that 
throuchort history philesepsy has been the springbeard 
Lor objective research. Thas, if we consider that the 
task of philosephy “is to form as consistent as possible a 
general concenticn of our ecllection of experiences se 


that we can guide our conduct in accerdance with the 


Pe 











2d30nhn =. Herrecks, tduoati Research Bulletin, 
Yol. AXVI, lio. 7, go» 187, October 15, 1347. 


Zeneratd coneeption*® we ean s¢e Teadily tne necessity for 
studying the baexground of precent retirement systexes in 
an effort ta *coliect our experiencea-* Should they be a 
reward for service, or a gratuity, er should they be 
essentially a previsien for security in old age? The Navy 
eystem, intentionally or etherwise, has been evelved on 
the former philosophy whereas most other plans heave been 
besed on the latter. Am historical apsreach may serve to 
show the reasons cor the difference in concept. The end 
reeult of all retirement plene is security in e14 age, but 
it is the method of achieving this end that accounts for 
the different ecencepts in the several services-~ 

Yilitary peasions had their origia far back in 
history. ‘Guring the severteeath and tighteenth centuries 
peneiona were granted as rewards fer faithful military 
service by sovereigne as an act of zrace.* there wae no 
right te such reward or gratuity on the sart of the 
individuel and absolutely no oblizaticon on the part ef 
the Crowne srhases ef service ether than militery were 
gradually included in the eligibility for guch rewards 


put there was no right of the individual to these rewards. 


They were gratuities pure and simple. ‘mployees were 





o de Se Malidane, The Ssiences and 3 oh 4+ 





4 The Suke of Sarlboreush had as a result of his 
wilitary service an estimated yearly incone frem gratui- 
ties aneunting to G2 93% a peands in 1796. (Seaerze 
Saiutsbury, & | boreuzkh, p. 147). 





merely toole. The British made such an interpretation of 
retiresent benefits quite plain in their Act of 1834. 
seetien 30 of the Ast of 1834 specifically states 
soe-Drovided slwoys, that nothing in this Act con- 
twinned shail extend or be construed te extend to 
zive any peredn an abeclute right te compensation 
for past services, or to any superannuation or 
retiring allowanee under this Act, or to densrive 
the Commissioners of His Kajesty's Treasury, and 
the heads or principal efficers of the respective 
departments of their pewer and authority to dis- 
miss any persen frou the public service without 
eompensationed 
The empicyee hed no definite rizht< to aeny benefits whate 
2OC Ver. 

This heritage ef pension theusght was troeught te 
our ceclonies from Sngliand and fermed the basis sf our 
first retirement systems, whieh were fer the military 
services. The first nmationsi pension ia, passed on 
Auguat 66, 17976, was scumd in philesophy. It provided 
one half pay fer life cr during disability to any offleer, 
soldier or agsiler losing @ limb or becoming disabled in 
the service of the United tates so as to render his 
unable te earn a liveliheead.® ‘This was definitely based 
on # realigation of the goeiai responsibilities ef the 


governnente However, durins the@e dismal, disheartening 


and discouraging perieds experieneed during the 








% Praneis Adams, Sditer, Tre 
22335 p- 508. 


6 “illian Nenry Glassen, Federal Kilitary Pensiogs 


in the Us. de, ps 38. 


Revolutionary Yar measures had to be taken to encourage 
personnel to remain in the military services rather than 
Zo back to their homes. Cengress on Vay 15, 1778, passed 
a law providing fer @ pension of one half pay for seven 
years to all offleers in the wilitary services xno re- 
m&inei on duty until the ead ef the ware This was the 
legai inauguration of reward for service pensions in the 
United Sites. From this beginning and en this basis of 
reward for service our military retirenent systems have 
grown to their present day status» Benerite have changed, 
but wot the basic puliosepny. In the werds of William 
weary Glassen, 

«-.8 Gilitary pension ig = regular yayment made 

by & government to one whe bas served in its 

armed Tordés, or to his widew or dependent 

relatives. it ia a sratuity siven te former 

Goldiers or sallers or their reiatives fer rea- 

sone satiefactory ts the government whether as 

ecmpensation for physieal injuries, or te 

relieve want er purely eas a reword. 
Lt ie wpen this philesephy that the military retirenent 
eyatems continus to be gperated today. 

The Navy “etirenent systes is interesting in its 
development. Initially, it wes ereated for disabled 
perzennel and devendents. “owever, by @n set sf 1867. 
geazen and marines were entitled to reeeive one Balt of 


their active duty pay after twenty years ef service if 


from age or infirmity taey were disabled from sea service. 








The eriginal fund to take care of benefite under this plan 
was derived from the governnent's share of meney from 
prises taken at sea. Although ineome from this fund was 
ineufficient to keep up with benefit payments after 1870, 
an aet of 1862 pledged the public credit to make up any 
deficiencies in the fund. Ey 1899 the income frem the 
fuud was less than ten per ecnt of the actual payments of 
benefite made in conmection with the naval service. Thug 
as benefit payments inercased the appropriations necessary 
to meet these payments hod te be increased. Girect appro- 
priatiens still take care of the Savy “etirement oyater. 
However, the sailor or marine of today needs only to meet 
the twenty year service stipulation cf the Act of 16467 in 
erder to qualify fer retired pay. The added stipulation 
"if from age or infirmity they were Jisabled from sea 
gsexviee" ig no lenger required under eurrent lawa. At the 
eutset cur military service pension glans might be gaid to 
have been based vrimarily on the realisation ef social 
respousibilities, but in their subsequent develepment and 
interpretation they Peesme rewards for service. 

The history of our civil service vetirement plans 
presents a different picture. Yfeagera@l Civil service 
‘etiresent i¢egislation was cztremeiy slow of adoption 
partly beeauge of the speilg system and the generai dig- 
repute ia which the public service was heid and partiy 
because public enpleyees were not strong politieally. 


Then teo Consress had been preoccupied in dealinz with 


oe 
on 


legislation concerning war pensions. ‘Civil War pension 
disbursement was monumental in its inefficiency and 
corruptness.® Cougress was afraid ef the political 
resources of exe-service groups. It was felt that a pen- 
sion progran fer the Civil Service would be a terrifie 
drain on the Treasury and demoraiigins as well.” 

The rise of demseratic sovermeent during the nine- 
teenth century made many changes necessary. Autocratic 
principles yielded to weifare. ‘Government began to 
recosnize its responsibilities fer its employees. The 
need for an adequate retirement plan for civil service 
employees, based on scientific principles, was receznized. 
The unfavorable and unsound features of the military and 
naval systems were brought to lizht. An effort to settle 
the social philosophy uson which retirement systeme sheuld 
rest was approached scientificaily. such investigations 
culminated in the vederal Civil Gervice Retirement Act of 
May 22, 1920. This plan was by no means perfect. However, 
it has been dynamic in character, changing as preven 
criteria have pointed the way. 

Years of experimentation with and investigation of 
retirement plans have culminated in the general acceptance 


ef a secial philesophy for gvetirement plans. They are for 





8 Ibide, Chapter Iil. 


9 Henry sc. Pritecnett, 
p- 70. 





the good of the state as well as of the employee. They 
should provide fer old age, illness, unemployment and 
dependents. They should be eontributory and equities 
should be develoved in such systems as a matter of rian.” 
They should be considered as beinz part of a person's pay. 
These are but a few of the principles of the accented 
social philosophy resarding retirement systems which will 
be discussed in subsequent pages. in this charter it is 
desired to show that retirement systems are primarily fer 
old age security and not rewards for service. This 
thought is supported by Lewis ‘eriaa in his statement that 

es-tmpnasia onee again must be placed on the 

fact that the retirement device ia an insurance 

system not created to sive & particular clags a 

leisure period at the end of iife but te pro- 

tect them from the loss of earning capacity due 

to advancing age.li 
Retirement plans should not provide a person with a 
“chanee to rest.«* Sueh thought is not in keeping with the 
generally accepted philosophy of pension programs. in 
order te develep eur society to the fullest every person 
nas a soeial responsibility to remain preductive until he 
reaches: &@ socially accepyvted age for retirement. if should 


not be rewarded for service buat rather he should he 


agsured of security after his earning power hag gone. In 





10 Paul Studensky, Pension Problem and the 
“hilesephy of Contributions, p. 9. 


li Merian, Ope ci es De 399. 
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the fulfillment of this scbjective, the retirement benefits 
ef the individual should be considered as a right he~ 
lenging te him when he has reached this stage in iife and 
not as @ gratuity in any sense of the word. This philoso- 
phy is generally accepted teday.» Mesher and Kingsley 
atate that ‘retirement allowances are now lsecked upon, 
not as acts of charity which stem from the generous and 
humanitarian motives of an enlightened employer, but as a 
deferred wage tc which the employee has a definite right. 
indeed, the voters of New York State have «one so far ag 
to pass a constitutional amendment, declaring that be- 
Zinning with 19490, "membership in any pension or retire- 
ment system of the etate er of a civil division thereof 
Shaii be a centractual relationship, the henefits of 
which shail not be Abainhilied Ge impairea. 21* 

it mast be remembered that the social philosophy 
governing seund retirement pians permeates every phase 
of such plans. In order to arrive at scientific principles 
applicable to pension programs we must be continually aware 
of socially accepted and seund beliefs. Thus throughout 
eur discussions of amounts ef benefits, the richts of 
persons to such benefits, age and conditions of retirement, 
the costs sf pension systems, their administration and all 
other phases of such plans the generally accented social 


12 William &. Mosher and J. Donald Kingsley, 
Public Personnel Administration, p. 537. 
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philesophy and how it ia derived will be discussed. There 
should be no arbitrarily conceived benefits for any par- 


ticular group within our society without just basis. 


Objectives of Retirement “lans. The fundamental 





objectives of the retirement syatems of the several 
government services should be siniiare Netirement systems 
should improve the character of the service, whether 
military or civil, and they should also be censidered as 

a valuable agency of secial insurance. It is the manner 

in which the several soverament services attempt to achieve 
these objectives by use of their retirement plans thet 
acceunts fer their difference in operation. The objectives 
of retirement systems soucht by the general public are the 
same for &11 governmental services--hizh quality of service 
and the social welfare of the servant. It is @ common 
objective of ali services to eliminate those who have lost 
their efficiency. It is hardiy necessary to point sut 

that retention ef such personnel in any service would 

choke the avenues ef advancement, provide inefficient 
service and increase the eccsat of szovernment adsinistra- 
tion. Such procedure would cause diaccurazement and lew 
morale and wake it difficult to attract, much iess ta 

held, the better men in the service. All the zovernment 
services have common and similar responsibilities as to 

the disability or death of their personnel. Such 
respoensibilitics differ in degree as to whether such 


disability er death is in line of auty er net in iine ef 


“eh 
ew, 
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duty and, ef course, whether or not misconduct was in- 
velved- Ve must detersine the responsibllities which 
sheuld be assumed toward the deceased employee's family. 
This is definitely a social responsibility which seens 
incumbent on the employer and which should have a cemmon 
expression in 411 services. 

Old age or superannuation benefits are a common 
objective. it is agreed by all that it is a general 
aocial responsibility to take care of our old and faithful 
employees. It is the *"xeward for service” coneept of the 
military which is largely responsible for the difference 
in benefits in this area of retirement plans. This will 
be discussed in aw later chapter. et it suffice here, 
however, to say that the objectives of all services should 
be based upon taking care of their employees in their old 
age. If we reach what may be determined as “old age” or 
superannuation at an earlier age in the military than in 
ether governuent services then age differentiais are 
justified, and adjustments should be made accordingly. 
The concent, however, would remain similiar in the several 
services. As will be discussed later, the United States 
Jegartment of State hag made adjustments along such lines 
for its Poreign Service Officers. Reward fer gervice as 
a basis of suyerannuation benefits should be discarded. 
Setirement allowances should be used as a provision for 


oid age and for premetien of efficient service--not as a 


reward for services rendered.+5 

In the achievement of such objectives as are common 
te the several government services and of which a retire- 
ment plan is but one cf many tools, it is necessary te 
recognise the individual differences hetwsen the several 
serviees just as we deo in individusl persens. The per- 
sonnel system of the United states Havy places its de- 
pendence on American youth. The age of entry into the 
naval service of the large majority of both officer and 
enlisted perscnnel, ia between eighteen and twenty. 
Promotion is from within, except cf course in times of 
war when civilians way be commissioned in the Haval 
neservee In other services, hewever, there may be a 
higher average age at the entry level, such as in the 
¥Yoreizn Service, or there may he Spoecintment to positions 
at any level in the service from candidates cutside the 
service. Thus when we speak cf the objectives of retire- 
ment vlans as being similer among the several services 
we are speaking of fundamental objectives. Those serv- 
iees thet allow for a late age entry must make provisions 
for such late entrants in tneir retirement plana. As has 
been stated “*there is no model system that would be 


Tv a4 (Cy 
applicable for ail services." However, this dees not 





13 “uniecipal Finanee Officers Association of U.»S. 
and Canada, Retirement Systems for Public iimployeesg, p- 3. 





14 Meriamy, OD « Cite, De SBS. 
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preclude the operation of different systems on accepted 


principles. 
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CHAPTER IL 
TH: OPSRATIO“N OF ALTIRABAAT GYSTAES 


If we are to heve a retirement plan, it is of para- 
mount importance te have funds to vay the benefits which 
acerue under such glans. There are three methods by which 
these funds te meet retirement benefits may he seeured. 
Pirst, the wholly contributory msetnod wherein the employee 
pays in full for his retirement benefits; second, the 
nencontributery method wherein the employee pays nothing 
toward his retirement benefits, 211 necessary funds being 
Supplied ty the governsent from apnropristionsa fer that 
particular purpose; and finally, the partially con- 
tributory plan wherein the employee pays s certain ver 
cent of his salary toward his retirement benefits and 
the employer pays 2 certain per cent or matches the sum of 
the empleyee, provided certain requirements of age and/or 
service are met by the employee. 

Agitation against the nonecentributery system has 
been hased on our generally accepted social philosophy. 
it is felt that noncontributory funde are demoralizing te 
mens <A free pension keeps a person on a particular job or 
in a particular service. Ne ieses his feeling ef freedom 
of mevement. In other words such a method is one of 
negative motivatione <A noneontributory retirement fund 
sugzests that benefits are a gratuity when in reality they 


ehculd be censidered as earned. It is possible for 


SEs 
wh 


16 
henefits based on noncontributory methods to be cut of f or 
reduced in times of stress. 

oyery person in onr society shonlid realize the 
importance of thrift. The principle of saving is in 
naruscny with our social evekation.” The noncontributery 
method is certainly net encouraging to thrifts Then, 
tes, free pensions invariably enter inte salary adjust} 
ments when pay raises are in order. This has been 
especially true ef pay raises in the naval service. 
vuring Yorld far II with ite accomganying inflation the 
personnel of the Kavy were awarded one pay raise ef twenty 
percent. Cther areas of endeavor which did set have non- 
contributory retirement plans to affeet their increase-in- 
pay negetiations reeccived increases greatly in exeeas of 
those awarded to the military establishment. 

snglangd adopted a nenecontributory retirement system 
in 1834. As has been pointed out previsusly, such henefits 
are awarded by the Treasury and their deeision is final. 
air Revert iismilten in 1827 sent a memecrandum ta the 
Reyal Commission on Civil Astablisments stating thet 
pension payments could net be made on a charitable basis. 
Such payments must be established a3 a matter cf rizht on 
the part of tne employee. He claimed that such benefits 
were in reality deferred pay of the empicyee. iewever, 


this principle was not accepted until 1909 when a liaw WAS 


15 studenaky, OD. cite, ou. 8. 
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passed in ‘ngland recognizing retirement benefits as 
deferred pay, payable in yart on separation, death and s80 
ferth. ilowever, the basic noncontributery features cf the 
system were retained and civil service salaries in “ngland 


Still remain at a lew levei.*® 


Xenesutributery pensions 
nave been looked upon with more and mere disfavor both 
abroad and in the United Steteg. SGuch ae system is a 
tremendous expenge to the government. 

it may be g4id that contributiens on the part of 
the employee introduce benefits whieh are eontrary to the 
interests of the various gevernmental services. It may be 
claiwed that such benefits increase the mobility and 
weaken the centrol ever the employee. This again is the 
application of negative metivation in haudling personnel. 
it has been established from past studies that the 
zovernment dees not gain from atte:ptiag to acquire 
artificial control aver expleyees.+? Tne expense af a 
retirement system ig @n expenage for service and is not a 
charity uor a benevelence. 

Just as the nonecontributory method is tea expensive 
for tne government go ig the wholly contribatery method 
toc expensive for the individual, aithough such a wethed 
gives the employee greater scontrel ecver the benefits. A 


partliy-~centributory aystem is accented today as being most 





16 Ibid., p» 9. 
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i? Meriam, Op. Cite, p. 389. 


1s sk 
gh 
sound. Such a system denetes toth cooperation and recogni- 
tion of American individualism. As rétirement plans lose 
the ecoler of charity and philanthropy, the paychologieal 
and moral effect on the employee wecomes definitely pesi- 
tive. In our study of governuent service retirement plans 
operating under this method, we sheli see that tne thrift 
feature is encouraged. Umpleyee centributions help pro- 
mote ciearer public thinking as regards retirement bene- 
Titse ‘The public is lees likely te agitate ugainst re- 
tirement benefits dering times of financial stress. fith 
the development of a definite right to retirement teuefite, 
& wider variety ef benefits is availabie to the employee. 
To the proponents of that sehool of thaught who think that 
the gevernment ieses centrei over ite employees when they 
are allowed to contribute toward their retirement, we may 
point out that under the partially contributory method the 
zoverasent atill retains a large measure of eontroi by the 
establishment of certain ~inisun requirements which must 
be met hy the employee before he can receive the employer's 
matching contribution. lewis Yeriam aptly states that 
vith the introduetion of a eontributory system 

eos@ retirement benefit becomes not a benevolent 

grant nor a reward, but cart of the payment for 

services renderea. The empleyee may take the 

benefita with no greater danger to his moral 

fiber than is involved in accepting his salary. 

The public will regard the retirement orobiem as 


cne of compensation 2nd not one of special 
privilege to a particular elags.18 


18 Ibidse, pe. 45). 
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By the contributory methed we establish a right to the 
benefits. ‘%e have contributed our own money and the bene- 
fits thus derived become cur legal right. The principle 
of contribution, based on a fundamentally sound philoso- 
phy, is applicable to ali retirement plane. ‘Ye should 
have a legal and definite right te that which we earn. 
It prevides a method ef distributing wages between imme- 
diate and future wants»? 
The United “tates Navy Netirement system operates 
under a noncontxributery plan. The individual develogs 
no equity in the benefits unless certain minimum regquire- 
ments are mete Perhaps 1% would be hetter stated by 
Saying that an intangible equity is develeped in the fund 
but it does not hecome the right ef the individual until 
these certain minimux requirements have been met. Ts 
illustrate this point, it is of interest to study several 
paragrapha of a current naval recruiting pamphlet. ‘4e 
may first lock at a paragraph headed, *Joes it cost 
anything to quit now?* It states, 
The average man of thirty-eight who has 

done his twenty years and then transferred to 

the Fleet Reserve can expect to draw $38,120.94. 

in order for the Navy to make that amount 

available for every one of its faithful people, 

it must sake an investment. The safe investment 

of money now returns a dividend of 3% per year. 

This means that for “VERY year of your service 

the Navy has invested for you 32,145.39. After 

a four year enlistment you have on your account 


38,580. After ten years you have %21,450. Sven. 
after twe years it amounts to 54,290.00. 





i3 otudensky, OD - Cite, pe 15. 
29 Financial Report to a Blue Jacket 1947-48, p. 2. 


Suen figures are quite impressive. The navy man, however, 
may not really consider such money as part of his earned 
pay and ag rightfully belenginz te nim. The individual 

nas no imsediate right te that %8,580 which the Navy clains 
has accrued to his account after four years enlistment. 

it accrues te his aecount only as the individual meets such 
requirements as qualify him es a "faithful" person. At 


that time, ne is rewarded for his service. Anether vara- 





graph is headed, *A Navy man is Saving Money-.* It reads 
as follows: “He has to. The Navy is doing it for hin. 


qed To 


he @gamnot spend it» It eannot be lost, nor stelen. 
the last sentence we might weil add “nor does it belong to 
the individual as a recognition of his earning power." It 
is quite amusine te nete the first paragraph of the 
pamphlet which states, "The man whe will make @ success 

of his life is the one who can gave money. J. J. Hili 
wrote long ago: Are you abie to save money? If not, IRGP 
OUT! The seed of suecess is not in you. 7”* Certainly 
thia type of seecalled “‘saving* deesn't encourage thrift 
on the part of the individual! Such systems have a 
detrimental effect on the individual responsibility for 
thrift. 


The present Havy pian of a unonecontributory system 


is in direct epposition to other accepted principles. 


21 ibid., pe Qe 


22 Ibides, pe l- 
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The effect on individual freedom is negative- ‘hile no 
figures are available it ie safe te say that many people 
in the naval service are there because of the intangible 
equity which they hawe develeved toward their retirement 
penefits. An individual may dislike his work intensely 
but he may be held in the service by virtue of intangible 
equities. Yersens thus metivated can hardly be expected 
te contribute their best efforts. Human nature does net 
operate in such @ manner. interest and pesitive motiva- 
tion must be develsved. A eontributory system with the 
individual's rizghte to equities in retirement funds would 
aid in this endeaver. A more efficient service would be 
developed if personnel were retained by positive rather 
than negative methods. 

Nothing has yet been said of probable public re- 
action te free pensions in the future. Retired pay for 
efficers and enlisted men of the Regular Savy is avpre- 
oeriated yearly by Congress.- It is ineladed in the Dudget 
for the Navy. A comparetive chart showing the *snow- 
balling*® costs of Navy Setirement payments to the 


taxpayer ic ef importance. 


(‘Includes beth efficer 


Year Actual cost -S@timated sost and enlisted 
personnel) 
1927 3 6 ,578,778°° These figures do not 
24 ' Gnelude the six 
1937 14,892,407 months death gratuity 
to the family of the 


1945 19,061,2987° ae ceased 
1946 32,019,742°° | 


7 
194? 857,209,407 ~ 


The inereased size of the present Savy will raise 
tremendously the costs of the system to the taxpayer in 
years tc come. Agitation against such huge appropriations 
may he expected, especially during periods of financial 
stress. 

Oppenents of the contributory system may say that 
upon adoption of such a system the pay ef the individual 
must be increased in order to effset the added financial 
purden» It is quite true that the apprepriation for 
active duty remuneration would have te be inereased. The 
determination of proper and fair pay in the Naval service 


ig beyond the prevince of this discussion. “Ye are 


23 The Budget cf the U. 3. Government for the 
Fiseal Year snding June 30, 1923, p-. 810. 


24 The Budget cf the U. S&S. Gevernment for the 
Fiseal Year Inding June 30, 19333, n- 53%. 


25 The Budzet ef the Us. S. Government for the 
Fiseal Year <nding June 30, 19497, (War Supplement) p. 73- 


26 Tne Pudget ef the U. S. Government for the 
Fiseal Year “nding June 39, 1948., p-. 716. 


27 Loce cit: 


interested in the principles involved in tie operation of 
retirement systems. It is sufficient te ooint out that 
even though the appropriation remained as high under one 
method ag it did the other, the important fundamental to 
be recognized is that under the contributory syster the 
avenue of azitation as regards gratuitous retirement 
renefits is closed. uch retirement benefits and equities 
therein become @ right ef the individval in that he has 
paid for thee out of money whieh he is recognized as 
having carned. 

Another important point has been the coneideration 
of wage and salary increases in the naval service. 
"Hidden benefits" invariably invoke a reticence on the 
part of the empleyer to esnsider or diseuss increases in 
pay. There is some foundation fer this feeling. Yor 
inatanee, if a youth of eighteen joins the Navy he be~ 
comes an apprentice seaman and receives seventy-rive 
dgliars per month. However, his “hidden pay **8 amounts 
to much more than this. The eontribution of the zsovern- 
ment towards the retirement of the individual conaetitutes 
enly one of several of the "hidden benefits." A similar 
benefit weuld cost an eighteen year old civilian desiring 
to retire at age thirty~-eisht exactly $134.23 per month 
for twenty yearee Such payments would give the civilian 


107.25 for life at age thirty-eight. <As will be shown 





28 See Appendix I. 


later, sucn retirement benefit is normally achieved by the 
enlisted naval personnel upon attainment of twenty years 
of active gervice. Tne polut ef this illustration is that 
in the investigation of whether or not « wage inerease 
should be granted, *hidden pay” must be taken into con- 
sideration. Rarely ia such pay examined in its true 
status. it is toc intangible. It belongs to the iudividual 
Guly as he faulfiiis eertain conditions. Thus, in reality 
it cannot be considered as part of the earned gay of the 
imdivicual.e it is not necessary to point out that we 
camct consider the true pay of the eighteen year old 
naval reeruit as veing $75.0) plus 5134-23 plus such 
other pay as may be considered “*hidden*. Gueh salary or 
wage would be preposterous fer a youth of that age. Howe 
ever, in the consideration of wage increases such procedure 
and thousht has often been fellowed. The inevitable re- 
Sait, of course, is uc inerease in pay- 
A change in the nonecontributory system in the Navy 
is ewrrently being considered in Yashington, 0. C. by a 
#Sint Service cay cemmittee. In a recent Zureau of Haval 
Personnel Information Pulletin tne fellowing observations 
were made coneerning the work of the committee: 
gne of the main points under eousideration 
is & possible change in the present system re~ 
garding the advantages ef receiving direct con- 
tributicns from personnel inte the retirement 
fund. Vice Admiral Yeechteler, USN, senior mem- 
ber of the pay comeittee has stated that aince 
the present syatem is nonparticivating, certain 


aspects may be considered defective ag compared 
with a participating plan. The fact that service 


personnel do net contribute a definite percentaze 
of their pay toward retirement nas permitted 
widely varying estimates ae te the value of the 
existing retirement riznhts. This in turn has 
been a factor in the reluctanee of hizgher 
authority to support efforts lecking to upward 
pay revisions in recent years. Fecause service 
retirement privileges have always figured in 
considerations of nay schedules, every individual 
contributes in effect, but only 2 part of the 
total ever receive retirement benefits. i0sge 
who are not retired, either through resignation 
or death, Forfeit their intanzible centributions. 
Another disadvantage te the present system is 
that it has no surviver benefits. An individual 
may have contributed threugn a lowered active 
duty pay schedule throughout his active career, 
put if he dies shortly after his retirement, his 
aurvyivors receive na benefits thereafter. “e- 
garding the Naval Reserve, personnel serving on 
active duty for relatively short vericds as 
compared with the career serviceman are denied 
such provisicns for old age ag are available te 
their civilian counterparts in industry through 
Seeial Seeurity.2 


Such @hbgervations are encourazving although no data é¢on- 
carning the work of the comuittee on retirement have as 
vet heen relsased. 

The noncontributory method of creatine retirement 
funds has no justifiable basis upon which te operate in 
our present day society. *e are living in a werld 
striving for a seientifie approach to the solution of 
probleme. Seientifie and efficient personnel manazement, 
whieh must exist in the military services as weli as in 
Other arms of severnment and industry, dictates the use of 
positive metheds cf motivation of pergormel. The noncon- 


tributory method is ne aid in our attempts to achieve this 





29 All Vands Magazine, Number 369, Nevember 1947, 
De 1&. 


4 aiseussion of rew the retirement funds ef other 
zovernnent services are established may be brief. In re- 
tirement funds for ether sovermmental bedies--such as civil 
service, foreign service and Congressional employees--con- 
tributiens are nade directly inte the fund by deduction 
from payrolls. ‘Sseial Security is operated in the same 
manner in industry. In other words, all of these retire- 
ment funds are operated in agreement with the principle 
ef ewployse contribution. The differences in these 
systeus is largely one of fegree and will be discussed 
wnéen eoaparisns the seize of the available henefits ef the 
several aystems. It will euffiece here to describe the 
soures of their funds. 

Tas Federal Civil ‘Serviee fetirement Act of ay 29, 
133), 28 anended to August 3, 1946, vrevides 

ecetnere siall be deducted and withheld from the 
basic salary, pay, or compensatien of any officer 
er empleyee to whorn this Aet applies a sum equal 
te 5 per ecentum of such officer's or empleyee's 
sasic aalary, pay or compensation...that such 
amounts be deposited in the Treasury of the 
United States to the eredit of the civil service 
retirement and disability fund...and said fund isa 
herety appropriated fer the payment of annuities, 
refunds, and allewanese as provided in this Act. S 
in addition to the employee's contributions, the z,overnment 


guarantees the employee a sum equal te 530.9) for each 





30 Civil Service Retirement Act of May 29, 1930 (as 
amended te August 8, 1946) See. 10, pnp. 15. 
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year of service not exceeding thirty: 

ee eprovided, that such portion of tne aanuity 

Shall not exceed three-fourths of the annual 

basic salary, pay or compensation received by 

the ewpleyee during any five consecutive years 

of a@ilowabie service at the eption of the 

@emnployees.+.enor shall auch portion be less 

than an amount equal to the employee's 

purchasable annuity.-.31 
Thas we see that the gevernment at least matcnes the 
empleyee contributions, vrovided of course, that the 
employee complies with certain provisions of the Aet. it 
is of interest that two pills’” to be considered by Con- 
a#reza, crobably in Januery of 13948, have oropoesed an in- 
erease in empleyee contributions from 5% to 6%. 

in the “ublic 2uployeea Retirement System of SChio 

the fund isa created in much the same manner. «employees 
contribute 5% of their compensation based on an azount 
not to exceed 33090. A sum sufficient te match the con- 
tribution of the percentaze cf employees who eventually 
retire, pitS an amount necessary to provide a reserve for 
vensicn allowances to employees with prior service credit 
ia contributed by the employer each year. Yrior service 
eredit is that credit fer vrevious service which sust be 
alicwed the incumbent employee when sguch eontributery ree 


tirement systems are inaugurated. Such credit is not a 


permanent liability but disapsears as the charter members 





oi ipides 32 Ce Ala), pe 7s 


32 House of Representatives Bill 4127; Senate fill 
G37 « 


of the system are retired. 

The Foreian “Service “etirement and Disability 4ys- 
tem requires employee contributions te the fund at the 
rate of 5 per cent of basic enlerg.°" Ali basie salaries 


in excess of %13, 





er annum sre treated as 515,509 for 
the ourpeses of the Pund. Such meneys in excess of em- 
piosyee contributions as are required to meet retirement 
and disability thenefit cuaranteec are appropriated 
annually te the fund hy Convress. 

The Soetial Seeurity Fund is develeped on uw half and 
nalf basis hy the employee and the employer. Starting with 
employee contributions of 1 per cent and matched by the 
employer, the total contrituticns will eventually equal 
& yer cent, 3 ner cent beings contributed by the employee 
amd 3 per cent by the employer. 

4li of these plans, with the exception of the Navy 
Retirement syatem, adhere to the contributive prisciple. 
All are of later origin than that of the Navy and have 
for the most part been adepted in light ef secientifieally 
derived principles. These latter aystems have aise heen 
dynamie in character-«changins as the nueede of our 
environment demand. 38tablisteent of the contributory 
ayetem by the Navy is basic to the adoption of other 
principles of medern retirement vlane. The individual 


must establiah a tanzible equity in the fund. 





So Public law 724, 79th Congress. 
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Administration of such funds, once acquired, may 
and should be in accordance with scientific principles. 

By this it is meant that retirement benefits, equities 
and contributions should be actuarially determined. ‘here 
feasible, the funds should be invested so ag to earn 
interest. Further, such funds should be separate from 
other funds and their administration vlaced in the hands 
ef a responsible bedy. 

“hen the person establishes a tangible equity in 
the retirement fund, it is necessary to determine exactly 
what that equity is from time to time and to have a fund 
sufficient to cover such equities. An actuarial reserve 
fund should be established. This of course must be done 
by an experienced actuary and be based cn desired benefits 
and past age and frequency records concerning death and 
disability in the particuler service. An actuary is one 
who 30 usea statistical data as to caleulate orobabllities 
of a human life at various ages. From such data, con- 
tributions are determined as weli as the amount necessary 
in the fund to insure the solvency of the system. A fuad 
based on sound actuarial principles kas a two-fold con- 
cept--at one and the sawe time it is a sum of accumulated 
assets, and the amount ef the liability for future benefit 
payments dae the individual members of the fund.”* On the 


asset aide of an actuarial reserve fund we may find 





34 J. & Parker, 3eeial Security Reserves, pe 25 
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(1) the present actual eash value of the fund, investments 
or otherwine and (2) the present value of 211 contributions 
expected to be received in the future by the system from 
its present members. On the liability side we find {1) the 
present vaiue of all benefits which will be paid in the 
future to individuals already retired under the eystem and 
(2) the present value of all benefita which will be paid 
in the future to present mewbers after future retirement. 
if the fund balanees it is sounde Actuarial assumptions 
are subject te change and valuation of the fund should be 
made periodically. 

Tne advantages of an actuarial reserve fund are 


best suan@rized by iewls Meriam: 






Pirst, it is uitable as betwee: 
generations of taxpayers because eacn zeneration 
pays &@l1l the obligations incurred for services to 
that generation. second, it is businesslike, for 
all obligations are recorded when incurred and 
adequate prevision is immediately made for meeting 
them when they become due. Third, it tends to 
gsafesuard the retirement system from publis and 
iezislative misunderstanding, because it makes the 
amount of the burden fairly uniferm from year te 
year, and since a considerable part ef the re- 
quired payments are met by interest earnmed by the 
fund it makes the ayparent burden on the taxsayer, 
if not the real burden, materially less. Fourth, 
it is adavtable. it easily meets the needs of a 
contributery syste, and it makes return oF con- 
tributions or their equivalent in event of death, 
resignation or dismissal easy, beenuse the data 
for determining the amount due are already col- 
leeted and tabulated, and the reserve fund 
accusulated at interest is the proper scurce from 
which to make such payments and they are immediately 
at hand and require ne special apvropriation.3s5 











35 Merriam, Ope Gits, pe 323. 
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It is necessary to point out the risks and shortcomings 
of a eash disbursement plan. Gueh a plan has none of the 
advantages of an actuarial reserve fund. <A member's 
equity in the fund is not protected. His contributions 
are used to pay benefits to retiring members of the fund. 
Cests of the system “snowball* as increasing numbers of 
members become eligible for retirement. There is no 
financial stability in the cash dishursement plan. It 

has been said quite appropriately that such plans have ali 
the pleasing simplicity of a charge account-“° Thus we 
see that it is possible to establish a planned and balanced 
fund. It is nardly possible te dispute the advantages of 
such a@ system. 

“@ may accept the merits of determining retirement 
funds by actuarial computations. The question of the 
investment of such funds, however, presents a prebdlen. 
Theoretically the actuarial reserve fund should be in- 
vested in erder that the cempound interest may bear a 
large share of the cost. For example, one dollar (31) set 
aside each year for forty years will at three and one-helf 
per cent cempound interest equal eighty-four dollars and 
fifty~five cents (584.55) instead of the forty dollars 
(640) paid in--one doliar (41) contributed at thirty years 
of age and continued each year until age sixty-five is 


reached will yield sixty-six dollers and sixty-seven cents 





36 Ibide, p- 328. 
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(366.67) at that age.”’ ‘The attractiveness of the inter- 
est factor eannet be argued. its practicality, however, 
has heen a souree of disagreement, especially since the 
inauguration of Gocial Security. In order to hecome a 
true actuarial reserve fund, the amount necessary to be 
kept in the Secial Security fund would become enormous. 
“e must keep in mind that funds for future payments wonuid 
be accumulated and that the number ef people covered by 
the Social Security Act would swell such a fund to gigantic 
proportions. There are those whe think that the size of 
such a fund would adversely effect our economy. Others 
believe that a true actuarial reserve fund for tocial 
Security should be established. J. %. Varks states, 

eoesuch funds if tney were wisely invested in 

projects which conserve natural and human re- 

Bources-~in other words, if they would be used 

for the formation of true capitale-the nation 

would be more preductive when benefits become 

payable and it would be easier for the federal 

government to meet the obligatiens which will 

mature at that time.3S 
The feeling at present in the adninistration sf the Sjecial 
Security funds is against the true actuarial fund, ali- 
though actuarial computations are used in the eperation of 
the fund. The size and cperation of the Social Security 


fund is hardly comparable to other retirement funde.e It 
is impossible to stabilize such a fund until the birth 


37 Municipal Finanee Officers Association of U.%. 
and Canada, Op. cite, p. 5. 
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rate becomes stabilized. This is not true ef other funds. 
In short, 

ecounmder a real actuarial reserve scheme, the 

fund grows and grows until a point is reached 

many, any years after its establishment, 

when the number of pensions reaches a stable 

maximum, wnen the nusiber cf new pensicns each 

year is appreximately offset by the number 

whe die and when the annual centributions to 

the fuad and the interest earned hy the fund 

will meet all daily demands for paymente.39 
Thus if it is possible “to see the forest for the trees” 
and to stabilize « retirement system, @ true actuarial re- 
serve fund is the mest sound metned of oseration. This is, 
eof course, contingent on the assumption that such funia 
will not reach snueh gigantic propertions as te Affect eur 

f 
economy. Suck disputes are yet to he settled. In 
arriving at princinpies in this area, we may conclude 
first, that all retirement systems should be based on 
actuarial computations and second, thet all funds should 
operate on a true actuarial reserve fund basis, if 
practicable. 
leference has already been made te the operation 

of the Jecial Security funda. The derivation of the 
funds has already been discussed. The fund is aiminis- 
tered by an <x-officis Beard ef Trustees (consisting of 


the Geeretary ef the Treasury, the ceerctary of Tabor, and 


the Commissioner for Secisl Security). The fund is not 





39 Tne Institute for Training in “unicipal Adminis- 
tration, Municipal YvYersonnel Administration, p- 564. 





operated on & true actuarial reserve basic. At such time 
as the fund becomes three times as — ae tne largest 
asount of annual benefits auring a five year period, a 
report must be made to Congress and the fund leveled off 
at that pointe The fund draws the current interest rate 
paid by the government on government leans. The fund is 
invested in United States obligations. ‘oe provisien is 
made for zovermwrent contributions of any Kind at any time. 
Administrative costs of the Social security system are 
paid from the contingency reserve fund. As has previeusly 
been stated the size and scope of operation encompassed 
by the Social Gecurity Act of 1935 makes it hardly com- 
parable with ether retirement piang. It may be said that 
the Social Security Systen is eperating under reessnized 
and aecepted priaciples in so far as these orinciples are 
known t@ apply te a wystem of that size. Further study 
and experience is necessary to determine the principles 
whieh are most feasible in the operation of the Social 
Security fund. 

Ila the @dministration of smaller retirement systems, 
the principles of operation are more easy te derive. This 
may be shown by the administration of the Public employees 
Retirement Gystem of Chie. Yhe fumd is administered by a 
board consisting of seven members, three of whom are ex~ 
officie.e These include the Attoruey General, the Auditor 
ef State and the Chairman of the Civil Service Comission. 


The other four members are representatives of the several 


groups of employees comprising the membership in the 
eyatem. The “eard serves without compensation ani elects 
&® Secretary, an «~ctuary and euen medieal, clerical and 
other technical and adwmlaistrative employees as may be 
necessary for the transaction of the business of the 
retirement system. The membere of the Setirement Beard 
are the trustees of the several funds set up by the Re- 
tirement Act and they have the full power te invest such 
funds in bends or obligations ef the United States, of 

the State of Chic or of any legally constituted political 
taxing subdivision within the state. Tae funds may also 
be invested in cther sbligations in which beth the prinei- 
pal and interest are guaranteed ty the federal government. 
The administrative cost of the system is berne by the 
members. At present cach member econtribates one dollar 
per year for that purvose. iit nas been sugce sted that the 
costs of retirement aystems sheuld be borne by the 
euplover. If the costs of aduinistration are sot ex- 
cessive, it «heuld not be too much te require the member 
tc aagsist in paying them. Guch procedure sheuld helo in 
the creation of the idea that it is the enplcyee's fund. 
The treasurer ef the state is the custedian of such 
investments of the fund and it is tis duty te evllect the 
interest ana the principal of such investments whenever 
either may beeowe due. The treaugurer is ehargei with the 
responsibility ef keeping an amount, not to exceed ten | 


per cent of the tetal amount in the funds, cn deposit with 


hanks in order to meet dishursements fer annuities and 
other payments in excess of reecints. 

The Ohio Public Eapleyees retirement fund has a 
thoroush actuarial evaluation every five years. Ag has 
keen pointed eut such procedure mekes it poseible for the 
fund te he operated en a sound basis. The fund alsa 
operates as a true actuarial reserve fund is supposed to 
overate. The Ohio system has a reserve fund adequate te 
meet all its present a" future ablizgations to all its 
present wembers. Actuarial eommutations indicate what 
yercentaze of employees reach retirement. Yecessary 
contributions toe cover this Liability are male yearly into 
the emplover's accucmulation fund. The employees* savings 
fund is kept senarate from the employer's accusnlation 
fund. Beth funds accumulate interest. At the time of 
retirement the savings fund ef the empleyee aml a watching 
ancunt from the emplever's aceumsilation fund are trans- 
ferred to the anuuity and pension reserve fund and to- 
gether afferi the employee his ammuity or pension fund. 
The mechanics ef benefit commutation are discussed ander 
superannuation. The Ghie system claims aporeximately 
seventy-seven thousand mewhers. Thia is reiatively small 
as compared with the members in the Vederal Civil services 
(about 25590,905) and the jecial Geaurity (over 
59,990,090). 

The respousibility fer the adsinistration of the 


federal Civil Service retirement system is vested in the 


wf 


United States Civil Service Comnission. In this system, 
teo, actuarial computations are used to determine the 
soundness of the system. «a Board of Actuaries is respon- 
sible fer this worke ‘The Civil Oerviece Commission makes a 
detailed comparative reyvort annually showing all receipts 
and disbursements on account of annuities, refunde, and 
ailowances, together with the total uumber of persons 
receiving annuities aud the totai amounts paid them, and 
transmits to Congress the reports and recomsendatiens of 
the Beard of Actuaries. Yhe Civil Gerviee Commission alse 
submits annually te the Bureau ef the Budget estimates ef 
the avprepriaticus necessary to finance the retirement and 
disability fund. The fund is depesited in the Treasury of 
the United states. The Jecretary of the Treasury, and not 
the Civil vervice Commission, is reaponsible for investiag 

eeoolironw time to time, in interest bearing securi- 

ties of the United States cr Sederal farm-loan 

bends, such Spertieus of tne civiieservice re- 

tirement and disability fund as in his judgment 

may net be immediateiy required for the payment 

af annuities, refunds, and allowances as herein 

previded, and the income derived from such 

investments shall constitute a part eof said fund 

for the purpese of paying annuities and of carrying 

out the provisions of this Act.43 
ere again we Tind a system that follows aceepted prin- 
ciples regarding aetuarial computations. However, a true 


actuarial reserve fund ia not maintained. The matching 


contributions of the emplcyer are net accumulated, as in 





49 Civil Service Retirement Act, ap. cit.-, ee li, 
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Ohio, hut they are avprepriated annually aud disbursed. 
fhey appeur a8 part of the budget. The employees’ fund, 
on the otner hand, is teoreticelly wn actuarial reserve 
fund. The money is invested, earns interest and tekee 
eare af the refunds to ewpleyees who are separated from 
the service due to dismissal or resignation. It alse 
provides the employees’ portion of the actual pensions 
beiug p@id. lCerhaps it is felt thet the federal civil 
service retirement system is too jurge £9 establish @ true 
actuarial reserve fund. Coegration cf such a fund, however, 
sheald ve attempted. Only in such a manner will it he 
possible to distritute the cests of a retirement system 
fairly as between successive generations. Tre peonle whe 
are served should pay for the service. The interest 
rearing feature sneuld net be ignored. Tompeund interest 


4 
e.4+ test people weuld 


presents a very pleasant pictur 
rather pay oné dollar tedeay than two dollars thirty years 
from today. There are slwaye those peerpie, however, that 
claim they could put that doliar to werk and at the end of 
thirty years heve two or more deliars. Theeretieally, 
pessible--practieally, improbable. 

The administrative expense of the federal Civil 
Service retirement system has been berne jointly by appro-~ 
priation ana by a tentine service charge of one dollar per 


month per member. Tontine means "the share or right of 
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each individual, or the saystem on whieh the annuity is 
shared i" In other words, sueh service charge has been 
made for the computation ef memubers' atinuities and equities. 
{t ia of interest to quote from the ccomment supporting a 
propesed congressional amendment which suggesta the elimin- 
ation ef the tontine service charge. 
The @€limigation cof the tontine charge will 

greatly sinplify administration in the agencies. 

lt has been estimated by the agencies in mate- 

rial furnished the Civil Service Comission that 

€limination of the tentine will produce savings 

ef 105 man-years in &@dministration. The substi- 

tution ef two simple formulas for calculating 

annuities in iieu of the present four complex 

provisicns makes it pessitle fer any Federal 

employee to readily determine his own annuity 

without the aid of an expert. This imprevement 

alone should relieve the agencies of much de- 

tail in answering ewployee inquiries, beth oral 

and written.45 
it ia prepesed that the entire administrative cost cf the 
syatem be horne by the employer. This has been considered 
as a desirable principle in retirement fund operation.44 

A shortcoming of the Federal Civil Service Netire-~ 

ment system arises cut of the infrequency of actuarial 
valuation of the fund. -suinguennial valuation is the 
present practice. Conditions are not static enouch to 
justify such infrequent valuations. 


The administration and operation of the Foreign 
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Servier Retirement and Cisahility System is much the same 
as that of the Pederal Sivil Service. The Seeretary of 
the Treasury maintains and invests the fund. The equities 
ef these members not retired are protected by this fund. 
The employers’ cantributions are appropriated on @ cash 
disbursement plan. Arectnarial yaluations are made every 
five years by the “ecretary of the Treasury, or oftener 

if deemed necessary by him. The Secretary of the State 
“nay expend from weney te the credit ef the Punds an 
amount net exceeding %5090 ver annum fer the incidental 
expenses necessary in administering the provisions ef this 
title, including actuarial adviec.*45 me eoriticiams of 
the Federal Civil Service Retirement System are equally 
2oplieabie to the Poreign Service system. Perhaps it is 
even more vulnerable, in iisht of its smaller sise, 
although the fact that both these funds are maintained by 
the ‘ecretary ef the Treasury ana rely on appropriations 
for the employer's contribations equalizes the a@iffi- 
culties involved insofar as the creation ef a true 
actuarial reserve fund is concerned. 

‘@ may now turn ta the administration and operation 
of the Navy Retirement system. There are no tangible 
eqguities create’ for naval personnel in their retirement 
fund from year te year and thus ao "Amployees saving 


fund" is ereated. Ys actuarial reserve fand exists. 





45 Sublic law 724, Op» cite, Sart G, secticn 861. 
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Actuarial computations are used in the budget estiuating 
process although the naval service presents many more 
problems in this respect than Joes tne civil service. 
Such hazards as war, changing technigues and tools of 
warfare and so forth present immense problems te the 
actuary. However, fairly accurate results are being 
attained. These computations, (auite properly in the 
Wavy system) pertain only te final retirement. Only when 
tengible rights of the individual are establighed in the 
und may true actuarial computations be made. such 
condition wili net develop until a ecentributory retirement 
system is adopted. 

The operation ef the Navy plan is quite simple. 

Tne estimated cest of retired pay is determined and in- 
cluded in the Navy's Budget estimete. Congress approves 
these estimates ond appropriates the sioneye The meney is 
Silletted te the Field Pranch, Supply Corps, United States 
Nevy which carries the retired pay reesrds ani accounts. 
The aopreved retired benefits are then disbursed from thet 
office. 

4, Pinal orincisle which we must aecept in the 
adiministration and apveratian of retiremeat systems is that 
of compuisery membership in the system. tmployees covered 
by retirement plans teday are generally required to con- 
tribute to the slan as @ condition of eupleyment. The 
need for coripulsory membership is self evident. if old 


age security of the employee is 5 social responsibility of 


the employer then such conditions as are deemed necessary 
by the employer to attain tais end must be binding on the 
employee. Te several systems ciseussed aboye adhere to 
this principle. ‘They have compulsory membershin for their 
permancut employees end voluntary meribership fer such in« 
dividuais as hold tueir positions by virtue of eiection, 
HGliticai &opeintment and sv forth. 4uffice it to say 
that retirement benefit csoverazre should be as inclusive as 
possible. Jli age is attalued by everyone eventualiy, and 
&8S Qid age security is an eceepted secial responsibility 
it is imeumbent upen our seciety to guarantee at least a 
Sinimum of seaurity in olf age to everyone. ‘his, 
miturally, would be accomplished most easily by compulsory 
memberahip of all elasses of employces in retirement plans. 
These are the principles whieh are generaily } 
accepted in the operation and administration ef sound 
retirement pians. ‘ctep vy step we heve attempte i te build 
&® #01lid foundatien upon waich a retirement plan may operate 
most efficiently. The preblem ef a true actuarial reserve 
fund for exceptionally large retirement systems presenta 
an area for further investigation ani study. ‘ may agree, 
however, that the theoretical creation «f such a fund 
presents many advantages. The sise of the Porecizn Service 
deea net preclude an experiment of this type with ites 
retirement fund. Apathy toward retirement plan operation 
is not censistent with modern coneepts of scientific 


management. e must continually strive for the best and 


most efficient methods of retirement fund operation. 


CHASTER IIL 


THE COMPARISON GF BENEFITS OF THE NAVAL RETIRAMEAT 
PLAN PITA THOSE OF SEVERAL 
CIVIL SERVICE TATIAGMNT SYuTeks 





ve now turn to the consideration of benefite ree 
ceived from retirement plens. These includ? superannua- 
tion henefits, sepvaration trom ¢ servics and death and 

y 
disability bemefits. e shali diseues superannuation 
first. 

‘luperannuation benefits awarded on an age basis 
are genereily accepted as the Wisest metsod. It is in 
harmeny with our natural laws.745 mH 2 progressive and 
dvaneing society it is neeessary for ite members to be 
productive. Jo one has the moral right te retire before 
he has reached an accented suverannuate 1! are unless ef 
course he is fercel te retire from ¢isability. Of th 
several methods ef deterrining when 3 person should ree 
tire, the bedt ic thet which makes retirement ontienel 
on reuching minimuc conditionr ef age and service and 
compulsery cu reaching maximum conditions. Vost retiree 


orevisilons. Tetirement based 


ment syeteme include such 


on service alone usuaily allows the inlividual to retire 
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when he still has some productive years ahead. 
in the determination of the proper age at which an 
individual beeomes eligible for superannuation retirement 
henefits, the nature of the particular service and the 
work performed is important. Adjustments may be wude to 
meet these differences in conditions as will be shown in 
the ferecign service Officer's Netirement plan. In such 
plan the requirements fer superannuatiou benefits are 
congtant ae regards age aad service conditions. i iowever, 
the President may frem time to time estabiish 

a list of places which by reason of climatic or 

other extreme conditions are to be classed as un- 

healthful peste, and each year of duty subsequent 

ta January i, 190), at sucn pxets inclusive af 

regular leaves of absenee, of participants there- 

after retired, sgheil be caunted aq one year und a 

half, and go on in like preportion in reckoning 

the length of service for the purpose of re- 

tirement...47 
This is merely given asa an example of possible adjustment. 
An &ecepted age for superannuation benefits should he 
established by our aociety. Conditions of service eredits 
in arriving at such age would necessarily differ among the 
services». A standard minimum retirement age, scientifi- 
cally camputed by conditions of service, would alleviate 
tO a @reat degree the public antivathy toward early and 
gratuitous retirement. The public believes that every 


yan should be productively employed so long as he is able 


ta eerks This is not quite an accepntahle statement 


47 Public Law 724, ops. cit-, sec. 655, ps» 26- 
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today. "Se long as ke isa able to work" may be modified 
“until he has reached @ socially accepted retirement age.* 
The ecsts of early retirement @re excessive and must be 


avelideds» Aman whe reaches forty-five years of ase has a 


be 


is@ @xpeectaucy of plus twenty-five years; one who reaches 
fifty-five yeara of age nas a life expectancy of plus 
eeventeen and onc-nalf yearse At the former age, a cagh 


Vaine af $49,000 must be ercated by the individual in 


ated 


erder te give him a life anauity (10 years eertain) of 


f 


3150003 per month. A cash value ef only $30,009 is 
néesssary fer the creation of the same benefit at age 
fifty~five.*? 
in determining the amounts ef superannuation bene-~ 
fite it wust be determined whether they should be sums in 
aid of subsicgtence, minimum subsistence, above the means 
of subsistence or an amount invoiving little or no sacri- 
Yiee. Were aid te subsistence is cheap but wouid en- 
cgurage active service beyond that which would normally 
be efficient. besides it presuppeses some independent 
ancome which seldom exists. The minimum subsistence 
method deean't differentiate between standards of living 
Oi the various salaried employees hence is unsatisractory 
to tne higher salaried employees. lacing the superannua- 
tica aliowance above the level of mere subsistence is the 


test of the proposals in that it doesn't enecouraze early 





49 Hew York Life Imsurance Company, Aunuity Tables, 
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retirement. If based on percentage of contributions of 
employees salaries all individuals should enjoy approx- 
imately the same retirement benefits in accordance with 
their salaries. Netirement on full salary, or something 
approximatinz it is of course teo expensive and nlaces a 
oremium on early retirement. The optimum superannuation 
rpenefit then is one which is not prohibitive in cost, not 
conducive to premature retirement during preductive years 
and one whieh prevides an awount somewhat above that 
required for minimum subsistence at the time of retirement. 
The availability ef optional plans for payment of 
superannuation benefits is important to the merale of the 
employeee Consideration for the dependents of employees 
is of prime iaportance. Adequate provisions fer de- 
pendents of retired employees in event of their death 
snould be adopted. This is possible only by having 


cptional benefits available to meet this contingency. 
Foreign Service Officer Superannuation Benefits 


In the foreign Service any officer whe is at least 
fifty years of age and who has rendered twenty years of 
service, gay on his own application and with the consent 
of the Secretary ef State be retired from the Service and 
receive benefits in accerdance with the retirement pro- 


00 


visions of the Service. Fereign Service officers 
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designated as career ministers must retire at age sixty- 
five except in the case of emergencies designated by the 
veecretary of state. In such emergencies, the officers’ 
service may be extended fer a period not te exeeed five 
years. <Any Poreign Service officer, not 2 career minister, 
reaches compulsory retirement at age sixty.e However, the 
possibility of extension of services in periods of 
emergency also applies te this class. 

"Selection out" of the Service is previded for 
Foreign “Service officers in classes two through aix? who 
fail in promotion. Maximum verieds that a Foreign Service 
officer may remain in & particular class without promoetion 
are specified by the Secretary. This "selection out" 
precess is necessary to an efficient service. Fenefits 
under such seperation will be discussed under *¥ithdrawal* 
or “Separation from Service* benefits. 

the basis of retirement in this plen is sound. The 
benefit 1s based on age and service. Without adequate in- 
vestization of the service conditions it is not within our 
aphere to eay that fifty years of age is tos young to re- 
tire. Ye will venture to say, however, that any age under 
fifty, rezardless of service conditions, is teo yeunzg te 
grant & superannuation benefit. 

The maximum amount of benefit under this syateri is 


aixty per eent of the officer's average basic salary for 





51 Ibid., Part D, Sections 631“-634, pp. 18<13. 


the five years next preceding the date of his retirement. 
The annuity emounts to two percentum of the ahove galary, 
not exceeding 313,500 per annum, multiplied by the number 
of years of service, not exceeding thirty years. Voluntary 
retirement on a minimum of twenty years of service is 
figured likewise. The amount of such benefits is consid- 
ered adequate because by the “selecting scut* preecedure the 
officers qualifying for superannuation benefits are in the 
higher salaried brackets of the foreign Service. Sixty 
per cent ef such salaries is weil above a mininum 
subsistence.”~ 
Further, this system provides for the election of a 
reduced annuity for the participant in consideration of an 
annuity payable to his widow, comeencing on the date | 
following bis death and continuing as long as she may live. 
The annuity payable to his widew may in ao case exceed 
25 percentum of his average basic salary for the five 
years next preceding his retirement or 66 2/3 percentum of 
his reduced annuity. Annuity payments may also name the 
participant's child as the beneficiary of a reduced 
anguitye Gueh annuity ceases when the beneficiary reacnes 
twenty-one years of age. There are several other elective 
antions which are merely variations of the aforementioned. 
This plan complies more nearly with accepted principles eof 


superannuation benefits than any other retirement systen 
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in the government service. It is the newest and, sinee it 
ean profit from the mistakes of all the ethers, it should 


be the best. 
U. 3. Havy Superannuation Menefits. 


The plan ef the United States Navy viclates the 
principles of retirement by basing the superannuation bene- 
Fit on years of service alone. The amount of retired pay 
granted is greater in suest cases than “a sum above the 
means of subsistence *” and is reezived by the *super~- 
annuitant* weil in advance of his iess in earning power. 
che basis fer this condition lies in the fact that the 
system ig almost entirely a reward for service. Gnch 
syetem is naturally expensive to the taxpayer and being in 
the form of a gratuity invites publie criticiam. It is 
strongly advocated that a standard for age as well as 
service be adopted as a basis for the Navy retirement plan. 
AS diseussed above, credit for extra-hazardcus duty, for 
tours in undesirable and unhealthy areas etc. may be 
provided. In this way the Ravy would have a system based 
on scientific fact that woulda stand up against public 
eriticigm. Actuarial computations could determine what 
"serviee creditsa*™* should be allowed in various types of 
duty and duty areas. 


The amounts of the retirement benefits in the Navy 
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ayatem are more in iine with accepted principles. The 

maximum amount of retired pay available to naval officers 
is 75 pereentum of their base pay, plus Leagevity,"" or 
ne pay of that rank in which they are yerving at time of 


retirement.°” 


The retirement pension based on 75 percentum 
ef the neval officer's active duty pay at time of retire-~ 
ment compares favorably with that of the Yoreign ‘Service 
Officers’ pension based on 60 percentum of his average 
basic salary. The latter is prebably mere equitable to 
both annuitant and taxpayer. 

Sereign Service Uffieers nave ecntributed toward 
their retirement benefits. A gianee at comparative 
galaries proves interesting. Eoeth are cconaidered pro- 
fessional career gervices. Both require a high degree of 
training and preficienecy. It is possible for an out~ 
atanding foreign Service Officer tc reach the top of his 
profession, career minister, after eighteen years of 


service. uch rank prevides a salary of $15,530 per annun. 
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58 Under present law any efficer whe has heen 
specially commended for his gerfermance ef duty in actual 
combat prior to 1 January 1947 by the head of an executive 
department, when retired, except officers on a promotion 
list who may be retired for physical diashility, shall 
upon retirement be placed upon tne retired list with the 
rank of the next higher grade than that in waich serving 
at the time of retirement and with three-fourths of the 
active duty pay of the grade in which serving at time of 
retirement. 


While such advancement is most unusual it is stiil 
possibie. Un the other hand, except during times of 
emergency, the naval officer with eighteen years service 
is restricted by time requirerents to the rank of 
Somsander and a base pay plus longevity of approximately 
25,090 per annum. even the average Foreign Service Officer 
achieves at least class three status in his Gerviece after 
fifteen to eighteen years of service. Under the present 
pay seale° such officer receives & minimum of 58,950 and 
may receive as much ag 39,900 in this class. Aven with 
his 5 percentum contrivations his salary is considerebly 
above that ef the naval officer. while it ia not gauge 
gested that the salaries of the two services should be 
similar, such discuasion heing beyond the limits of this 
paper, it is pessible that such a wide difference is in 
part dwe to the fact that Fereign Service salary adjust- 
ment has been mere favorably received because of the con~ 
tributery factor in their retirement system. True, the 
quarters and subsistence allowances of the naval officer 
have not been included in this comparison. lowever, 
fereign Service Officere may receive like quarters aliow- 
ances plus cost of living and representation aliowanees.” 


These two services present a better basis fer comparison, 





S6 see Appendix Ili. 
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insofar as officers are concerned, than other services 
beeause of the many similarities in the conditions of 
service. This comparison with its resuitant differentia-~ 
tions in ealary may cause a question as to the values of 
"hidden benefits" and gratuities. 

The Navy System has only one method of superannuae 
tion benefit payment, which is a definite pre-computed 
smount to the retiring individual as long as he shall live. 
Ho e@ptional plans are available. in case of « surviving 
widow, the government grants her thirty doliars per month 
plus twenty delilars per month fer the first child, if under 
eighteen, plus eighteen dollars for any adiliticnal children 
under gighteen.s The individual retiring has no right te 
elect a plan that would eare adequately fer his devendents 
in ease of his deathne Such a conditien ia shvicously un- 
satisfactory. Certainly the sum granted te the dependents 
under the present plan is far beiow that necessary for 
subsistence. If no outside income were availablie ta such 
dependents they would necessarily become, in part at 
least, wards of seoeiety. Guch condition is not in con- 
formity with accepted princinies and is definitely a 
morale hazerd in tne service. The individual must be 
granted a right in such retirement syatens in erder that 
ne may influence the benefits te be given in such 4 way 
as te cever such contingencies. A system af estisnal 
benefits similar te those heretofore mentioned could he 


adopted nore readily under such conditions. 


S4 
Superannuation Benefits--The Federal Civil Service 

The Federal Civil Service has a number of optional 
retirement ages all based on age and service requirenents. 
A number ef amendments te the retirement act in regard te 
the reduction of retirement ages are being preposea. © 
eresent compulisery retirement is set at age seventy upen 
completion of fifteen years of service. 5.657 proposes 
retention of seventy years of age but reduces reguired 
service to tem yearg-. Gucn an age is definitely tee high. 
in general, a man has lost a great deai of his efricleney 
at age seventy. A lower compulsory retirement age with an 
extension provise in cases of emergency sheuld be adopted. 
Althougn conditions of service in the “ederal Civil Ser- 
vice are not as difficult for those who have reached old 
age ae ign service in the Aavy, a more similar retirement 
age snould be reached. The compulsory retirement age in 
the Havy, sixty-two, is more nearly the eptimum then that 
of seventy in the federal Civil Service. further ine 
vestigation is necessary aicng guch iines. The tendency 
seems to be toward lowering compul¢ory retirement ages. 

Under existing law in the Pederal Civil Jervice 
optional retirement is permitted at age 60 after 30 years 
of service, at age 62 after 15 years of service, and, on 
& reduced aunuity, at age 55 after 35) years of service. 


Under the amendments as pvropesed in Senate Billi 637, if 





5&8 Meport to accompany Senate Bill 637, Section 1, 
Pe ds 


99 


adopted, optional retirement would be permitted at age 6) 
after ten years of service, or on a reduced annuity at aze 
55 after 10 years of service. In the case of retirement 
between the ages of 55 and 60 the annuity would be reduced 
by & per cent for each year the employee is under age 69. 
The optiowal retirement ages in the “*ederal Civil 
perviee are acceptable in light of ovr standards. It is 
not considered that they are too lowe. However, in the 
computations of annuities of such persons who elect to 
retire at minimum age and service requirements, the re- 
sulting benefits wili necessarily be lowe The low service 
requirements are necessitated by the late entry of many 
persons into the Yederal Civil Service. In order to create 
benefits greater than sums “in aid of subsistence,* the 
service requirements of tne present law are more acceptarle 
than the prepesels contained in Senate Bill 637. No ane 
ahnould be aliowed to retire voluntarily on an inadeauate 
retirement benefit when he still has preductive years ahead 
in which he could provide sufficient service to insure 
himself a retirement benefit of at least minimum subsist- 
ence. while some late entrants ints government service 
wignt be eligible for Secial Security benefits when they 
reached age sixty-five, ethers would not. Ye must provide 
for this contingency. it must not be forgotten that the 
basic concept of a retirement plan is to provide security 
in old age. rrevisions which defeat such ends snenld net 


pe ineluded in retirement plans. it is interesting to 


note that in H. Re 4127 the age and service requirements 
as set forth in the present law are to continue unchanged. 
ihe superannuation benefits of the federal Civil 
Service retirement system are weli below those cf the 
goveranent services discussed previously in this chapter 
and are much mere difficult te compute. Under flan i the 
existing law provides that the anuuity granted thereunder 
shali be composed of a sum equal te $30.0) for each year 
ef service not exceeding 39 (which tetal may not exceed 
three-fourths of the averaze annual basic salary re- 
ceived by the ewployee for the highest five consecutive 
years or be legs tnan the empleyeest purchasable iife 
annuity (Plan I1)}), plus the amount ourchasable with the 
sum (including interest) to the credit of tne empleyees' 
individual aecount in the retiremeat fund. Under fian Iil 
provision is made for an annuity net lees than the 
average annual basic salary, not te exceed 51605 per annua, 
reeeived by the empicyee during the highest five conse cu~ 
tive years of allowable service, net exceciding $9 years, 
and divided by 40. The lay also contains a fourth plan 
wnhiea guarantees the empleyee an annuity equai te one-~ 
seveutieth of hia average basic salary for the nighest 
five consecutive years, multiplied by the number of years 
of gervice, aot exeeeding 35. In each individual case, 
the method which will produce the maximum benefit ie used. 
It may be of interest to show the maximum retirement 


benefits pessibie under clans Ili and iv. 
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Plan Iil 
Maximum basie salary - 51609. 
Maximum years service (for computations) 30 yra. 
Divisor factor - 4). 
50 x 1600 = 48,000 409 = 41203 per annun. 
$1209 12 = $199 per monty (maximum). 
vlan TV 
Maximum baugic salary «- ©10,99J. 


Maximum years service (for computations) 35 yrs. 
Giviger factor ~ 7. 


$4989.75 12 = 3415 ver month. 


A 313,050 maximus basic salary for retirezent 
a is rare in the federal Civil Service.” The 
maximua sugerannuation benefit allowed by such an average 
basic saiary is 4415.00 oer month after 35 years cf 
service ana the attainment of 60 years oF agee A “OMe 
munder in the Kavy receives 3412.50 per month upon re- 
tiring aiter 59 years of service alene. is thie equitable? 
& propesal in the Heuge of tevreséntatives Bili 4127 pro- 
vides that the aanuity fermula shall be 1 1/2 per cent of 
Line e¢€aployee's nighest average salary fer five consecutive 
years muitizplied by his years of service, or 1 per cent of 


such average salary plus $25.0) multiplied by nis years of 
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servicee In ne cage may the annuity exceed 90 per cent 
of the ewpleyee's averazgé annual basic salary.°? If 
adebted, Such psropesal will do littie to equalise suver- 
annuation benefits between the severnxl services. 

oe nave agxed if thege differences in benefits in 
the several governument services are equitable. “hy should 
different computation percentages be used? The naval 
officer's superannuation benefit is based on 2 1/2 per 
cent per year oY his last active duty selary, the fereign 
service officer's benerit ia based on 2 per cent ef his 
basic average salary (based on last five years) and it is 
proposed that the federal Civil service employee's be 
based on 1 1/2 per cent ef his basic average salary (based 
on his highest average salary fur five years). Such 
differences are uot justified. A persen should be conpen- 
gated for kis services at the tine he renders such service g-= 
not twenty or thirty years later. If a person's retirement 
coatributions were baged on a Seientifiesiiy determined 
Salary in payment for worx performed, standard formulas of 
retirement benefit computation esoulid be adcpted throughout 
the geveral services. This is an end resuit which will 
require study and cooperation witnin and without eaen 
Service. 

The optional benefit plans uvailabrle under the 


Pederai Civil Jerviee setirement jystem are quite similiar 
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to these mentioned in the FPereign Service Officers’ 
retirement flane The nresent act permits an employee 
retiring under the age er optional provision ef the re- 
tirement act to elect a reduced annuity carrying with it 
upon the employee's death a continuins benefit at the same 
rate or 59 per cent thereof to a designated curvivor 


aummitant.°* 


The reduction in the employee's annuity 
depends on the difference between his age and that of the 


survivor annuitant. 
Saperadnuation Benefits--Public “molcyees ef Onie 


A atuiy ef the rublic sampleyees' Yetirenent System 
ef Chico shows that the compulsory und optional retiresent 
ages are quite similar to theese of the federal Civil Jerve 
ice. “ompuleery retirement ia set at age seventy. iy 
member ef the system who has attained sixty years of age 
may retire, exeept a new member with lees than five years 
ef service. ‘lereover any enployee may retire who has 
eampleted thirty years of total service and who has 
attained age 55 years, or whe hes completed thirty-six 
years of rvice regardless of age. The earlier retirement 
aze, of course, deesn't viela a superennuation tbeuefit as 
generous as thet eomputed fer a later age beeause of the 
Linaneial factor invelvede The cheervaticns made in regard 


to the Pederal Civil GYerviee retiresent aze3 are apolicable 
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to this system. 

Yrebahly the greatest sherteoming of the JUhio 
public ervloyeest retirement systea is that the superannua- 
tion tenefits are not related to the earning cavacity of 
the employee. The employee centributions are based on a 
top salary of 33909 altheuch many employees reseive suns 
in exeess of that amount. Ye may assume that the standard 
of living ef an employee waking 56000 per annum is higner 
tuan that of the eaployee making 23000 per annum. Yet it 
is possihie that the two migcht reeecive the same retirement 
benefit. eiiie this benefit might be considere as & sum 
in excess of gubsistence tc one employee it might be only 
a gum in oll of subsistenee to another. Individual differ-~ 
ences in galary end earning eapacity must be recosnized. 
The hedefits reecived at retirement for age must be related 
directly to the individual's earning power during his pre- 
duetive years. DBaly by the adeption of such a policy will 
we be able to establish uniform benefit ecomoutation 
nethoic whieh wiil be accenotshble to all services. 

The average benefits ef the Ohie public employees’ 
systeu are cagperable to these of the federal “Civil Service 
in the lower salary brackets. An arerage monthly super~ 
aanueation allowance in this service ameunte to little over 
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$109.30. This ia due to the $3000.00 eeilins upon which 


eontributicns are based. This is a restriction which 
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should be eliminated. Although the vaging of contribu- 
tiens on the true earning power of the employee would 
increase the coat of the system to the state, Lt would 
make the benefits mere equitable as between services and 
would raise the morale and efficieney of the Ghio Civil 
JEPVLce » 

tne Unio public eoployees' retirement system fol-~ 
lows accepted prineiples severniag optional piane for 
payment of superannuation benefite.e The employee may 
€lect a straicht life annuity, a reduced joint survivor~ 
ship ennuity or an annuity payahle throughcut the life ef 


the pereca but eertain for an agreed suumber of years. 


Superannuation LTenefitsa--Secial Security 


s@¢lal Security provides for superannuation retire-~ 
ent benefits to 2 amalified worker after he reaches age 
65 provide l he stops regular work. This age is uniform 
tirsucniut indastry. The pian should recerznize the dif- 
Yerent service conditions whieh exiat in the several 


industries and sneuld makes proper adjustments in retire- 
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requirements to allew fer these differences. 
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eouree, weuld neeegsitate higher contributions by 
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individuals euploeyed in certain jobs aad in certain 
ingustries 

The meximum Social Ceeurity benefit wnich a worker 
may receive is $85.00. This is too low. The eventual 


3 ner cent employee contribution sheuld be raisea te 
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5 per cent and matened by the employer. WYany employers 
have augmented the Sccial Security plan with retirement 


63 It would seem more feasible to 


plans of their ow. 
inerease the centributions and benefits ef Social Security 
on & comoulsory basis and thus insure that ail retiring 
workers receive a sum at least sufficient for their sub- 
Sistence. Such action would take care of those workers 
whese companies did not have augmenting retiresent plans. 
The minimum amount of benefit allewable at present is 
419.03. Benefits are computed by giving the retired 
worker 4) ver cent of the first 559.99 of his average 
monthly pay and 10 per cent of the reset of his average 
monthly salary up to 3250.00, plus 1 per eent of this 
total for each year in which he received 3299.00 or more 
on covered jobs. iImprevements must be made in the amounts 
of penefits received under Social Security if it is to 
accomplish the objectives of @ retirement plan. 

social Security aliows fer payments to the qualified 
workers’ widow if or when she reaches 65; te his widew if 
she nas children under 16, or under 18 if they are in 
echeol; or te his dependent parents when they reach 65, 
provided that there are no children or a widow. The de- 
pendent payments are reduced annuities and amount to mere 
sums in aid of subsistence. ‘Such sums are not sufficient 


in light ef accepted principles. The basis for the 
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dependent annuities, however, is sound. 


Be S@paration from the service 


Yhen a retirement plan is operated in accordance 
with accepted principles, the employee develops a tangible 
equity in tae retirement fundse All the retirement funda 
discussed nerein, with the exception of that of the Navy, 
have been created in part by contributions of the empleyee. 
Therefore, the employee has a definite rizht to such funds 
as he has contributed, pius interest, regardless of the 
eause of his separatien from the servicee Naturally the 
individual receives no rizht to the employer's matching 
coutributions unless certain conditions are fulfilled. 
*Tincipvles have been evelved to govern the return of scon- 
tributions to persons at the time of their withdrawal, 
discharge er resignation from a service. 

The funds contributed by the employes to the retire- 
ment fund are contributed expressly for his retirement. 
if it is accepted that a retirement pian is to previde 
security for the superannuated worker, that membership in 
a retirenent system should be compulsory and that tne 
benefits received should be in an amount aheove the means 
of subsistence, then the employee must be expected to 
eentribute toward his retirement throughout his period of 
productivity. Funds contributed by the individual toward 
his retirement should remain earmarked for his retirement. 


if this were accomplished the number of wards of the state 
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would be decreased greatly. <amployee contributions sheuld 
remain in the retirement system of the service from which 
the employee has been separated if the employee has been a 
member of such aystem in excess of a determined number of 
years, perhaps five or ten. At the accepted retirement 
age the ex-employee would receive an annuity of such 
aucunt a3 his contributions, plus ascumuliated interest and 
matehing empleyer contributions, would buy. In the event 
an enpieyee were separated from a service with less than 
this period of vervice te Ris eredit, the retirement con- 
tributions, plug interest, should be transferred te his 
eredit in the retirement fund of the service or plan with 
waieh he is affiliated uext. Such provision is essential. 
Threaghout an indiividual'ts earning period he must make 
provision fer his old age. It is an accumulative process 
over his productive yearse It is a previsien for his eld 
age security which must not be jeopardized by the employee 
or the employer. ix must have a tangible equity in the 
retirement fund which is earmarked fer his security in old 
ages He must not lose this equity by reason of separation 
from & service nor, on the ether hand, should he be 
allowed te use such equities for other than retirement 
benefits. 

The mewbers of a retirement fund should net be 
allowed to hborrew against their equity. The deleterious 
effect is obvious. If euch privileges exist, the 


individual may net have sufficient equity ina the 
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retirement funda with which to buy am annuity. In essence, 
the privilege of allowing an employee, upon his separation 
from a service, to withdraw his contributions without 
restriction is giving him the pewer to borrow &azainst his 
retirement fund. Restrictiug the use ef the individual's 
contributions in the retirement fund to retirement alone, 
in no way restricts his freedom of movement between jobs. 
Se hee an establisned equity in his retirement fund which 
he does not lose by virtue of his separation. To conform 
with the aceepted concept of what a retirement plan should 
accomplish, we must adopt principles which make the 
fuifilleent ef this concept possible. In varying degrees 
all the retirement plans which have been discussed, with 
the exception of the Navy's, adhere ts accented principles 


governing withdrawal rights. 
separation from Service--Foreizgn Service Officers 


The Fereign Service Officers Retirement Plan hae 
several different classes ef withdrawal benefits. Those 
wne fail of promotion and are seiected out in Foreign 
service officer classes 2 and S are retired from the 
service and receive benefits in aecordance with the regular 
orovisiens (2% of average basic salary multiplied by number 
ef years service}. Of fieers Similarly selected eut in 
classes 4 and 5 réctive a beneTit comprising ene~tweifth 
of a year's salary at their then current salary rate for 


each year of service, payable without interest, in three 


equal installments eon the firat day ef January following 
the officer's retirement and on the two anniversaries of 
this date immediately foliowing; and, a refund of the econ- 
tributions made to the foreign Service Netirement and 
‘Meability fund, with interest thereon at 4 per cent, 
compounded annually, exeert thet in lieu ef such refund 
suen officers may elect to receiys retirement benefits on 
reaching age 62 in accordance with the regular provisions. 
This olen has some very attractive featurese A gratuity 
iv granted the s¢paratee in the case of forced retirement. 
Such gratuiteas paysents are spread over a period of three 
yearse These payments are made in an effert te help the 
separatee become reoriented and further to encourage him 
te leave his retirement equity in the fund to srovide an 
annulty for himself at age sixty-two. 

any Pereign Service Officer separated fer unsatise 
factory performance of duty whe is sver forty-five years 
of age receives benefits in accordance with regular re- 
tirement provisions, but these cannot exceed 25 per cent 
ef his retiring salary. [ff auch officer is uader forty-~ 
five he may receive a refund @f his contributions or a 
year's aelary, whichever is greater. Aili participants in 
the systean who separate from the service voluntarily with- 
out becoming eligible for an acuulty, are repaid their 


6 
eontributions to the fund with interest at 4 per cent, . 





64 The 4 per cent interest is paid oniy on the 
required contributiseas. Vueluntary contributions yield a 
return of 3 per cent. 
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compounded annualiy up toe the date of their sevaration, 
This same procedure is foellewed in the involuntary separa- 
tion ef class 6 officers. 

The main criticism of this plan is the allowance of 
lump sum refunds of contributions to separatees. VYithe 
drawal benefit payment slane are provided but they onerate 
on an elective basis. They ghovuld be compulsery. To 
separate a man of ferty years of age with his retirement 
contributions of fifteen or twenty years in his pocket dees 


uot conform to retirement plan objectives. 
Separation from Service--*ederal “ivil Service 


The federal Civil Service retains the contributions 
cf all employees separated after five years of service, 
regardless of age, and pays a deferred annuity te such en- 
pleyees at age sixty-two. Such annuities include the 
matching contributions of the employer. This is an 
excelient plan. Those persons eeparated with less than 
five years of serviee receive back their contributions with 
4 yer cent interest, compounded annualiy up to the time of 
sues: separation. ‘ere again: it shenula be seupulsery te 
eredit sech lump sums toward the security of the individual 
in his old age. However, the administrative expense of 
sueh procedure apnaerentiv makes this action inpractiernl at 


present. 
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Jeparation from Service@-=elublic Smpleyee's ef Ohis 


‘ithdrawal previsions in the Ghio public empleyees' 
retirement system are gimilar te those in the federal Civil 
Service except that Chic demands ten years of service, 
inatead of five years, before a person becomes eligible for 
permanent membership in the retirement system and reeeivea 
the benefits thereof. Ampleyees with ever ten years' serv- 
iee credit in the system may elect to receive their cone 
tributions plus accumulated interest rather than an annuity 
at age sixty-two. This election is not possibie in the 


federal Civil Service. 
Separation from servicee=wcocial Security 


In Social Security the enpleyee's contributions 
remain invested toward his retirement regardless ef his 
movement from ene job to another. This proceedure is sound. 
Although many prineipvles in the operation of Secial 
Security are sound, the low rate of contributien into the 
fund with resulting low benefits, makes further discussion 
of its benefits of Llittie ebject in this paper.” The 
pian has been included to illustrate the operation of the 
widely known Social Security fund as compared with other 


retiresent funds. 
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separation from Serviceew~-9lJl. 5. Navy 


Under the Navy plan, voluntary separation hefore 
- the completion of twenty years of service yields ne return 

of funds to the individual. The principle that the 
individval should previde for retirement by savings 
throughout nis productive years is not recoznized. Xo 
tangible equities in the retirement fund are created by 
sr for such individualse This is important especially 
in the ense of enlisted personnel] beceuse of the high 
rate of turnover. “Shipping over* figures fer the month 
of November, i947 were acproximately 70 per ww What 
happened to the ether 30 ver cent? They served at least 
four years bat they eontribated nothing toward their 
retiresent during theace four or more productive years of 
their life. Pravisicn must be made for this situation. 
We must increase the pay of the enlisted man and make his 
retirement contributions mandatorye %€ gust keep such 
funds earmarked fer hia eld age retirementt 

inveluntary separation fer efficers of lower ranks 
presente the same problema. They are not retired but are 
aileecnarzed vith a year's salary. it is not necessary to 
repeat the arguments against this procedure. It is 
essential in such eases te grant a gratuity to the 


individual in order te help him to become readjusted to 


- 





66 An appreximation by the U. 2. Naval Reeruiting 
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civilian life. % gratuity of a half year's salary lLie- 
tributed over a period ef time might be cranted. Hewever, 
in additiog, retirement previsions for the individual's 
years of service must be made. It is a seeial obligation. 
Sarmarked retirement equities must be established. 

7€ must reecgnige thet services reguirinz special- 
ized training ana techni:ues not sealable extside have a 
weral ani gocial obligation to hele reestablish and make 
productive those intivriduela whe are “selected ont.* Ho 
one retirezent pian is applicabie to all services. 
“Lffereneess amonz military service, sivil service, foreign 
service and industrial or civilian work introduce different 
rezponeibilities fer the employer. Hewever, these dif- 
ferences do not destroy the neoesibility of retirement plan 


operation and tenefits in cenfersity with sennd principles. 


Gs Death and Disability 


»rovisions for adequate death and disability bene- 
fits yvresents one of the foremost problems in retirement 
glans» The respensibiiities of the ewployer in euch cases 
must be recognized. ‘“ogher and Kingsley exoress the 
socially accepted principles regarding such responsibili-~- 
ties in their atatement that 


eeeothe eosts of disability benefits should be 
porne by the gevermecent alone in so far as 
Zisability incurred in the performance ef 
duty is eoncerned. The benefits should ex- 
tend only ts a permanent disability of either 
& partial er a total variety and should be 
granted only after medical eertificaticon... 
in esse of accidental death in the 
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performance of duty an additional benefit should 

ve paid, since the as agency ig ina 

sense responaible.6 
We need not elaborate en the soundness and fairnecs of 
such reasoning. A disability pension system is in Girect 
accord with justice and sound public policy. o@tirement 
plans must make adéquate provisicn for disability and 
Geath benefitae It seene aesirable trat there sheuld be 
a differentiation between the respoousibilitics ef the 
employer in cases where the euployee’s death or disability 
ecourred in the performance of duty and where it eccurred 
not in the perfermanee of duty. However, this difference 
in respodsibility must be considered as one of Uegree. 
-hereas the employer should not be expected te contribute 
direetiy to the disability beneLit of an empleyee injured 
or killed hy his ewn vicieus babita, intemperance cr 
Willful misconduct, the euployer snould be expected ts 
previde a retirement end disahility fuud to give the 
empleyse seo disablied a definite equity. This geount weuld 
serve as a gum in aid ef subsistence and keep hin fros 


becoming a burden on seeiety. 
Neath and Disability Benefits--Foreign Service Cfficers 


The Sereign serviee Oiticers' Aetirexent cyeten 


adheres to these principles. Any participant whe, after 
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serving for not less than five years, becomes totally 
disabled or incapacitated for useful and efficient service 
by reason of disease cr injury incurred in the line of 
duty, tut not due to vicious habits, ete., is retired on 
an aynuity computed in accerdance with rezular salary and 
service provisione. If the disabled or incapacitated 
particioant tas ilese than twenty years of service at the 
time he is retire’: his annuity is computed en the 
asecunption that he had twenty years of service .°” Those 
persons whc are diembled neither in line of duty nor aa a 
resuit of their ow miseonduct receive benefita frome the 


retirement fund similar te these reeeived by persons who 


<* 


ry 
& 
er 


ire voluntarily. I» other words, they receive an amount 
@gual te their eocntribations plus accumulated interest. 
“ewevyer, the disabled espleyee whe is injured in 
dine of duty mest have established a mininun service 
record of five years in erder to beevwme eligible for a 
wenefit.  eannst conceive of this as being just. The 
leyalty, the cal! to anty and the desire te serve may he 
as strong in the emoloyee of one year's service as in the 
employee of five years! service. length of service should 
net alter the responsibility of the employer toward an 
employee who is injured while faithfully serving the 
mployer. 


Mpeniency *enefits in event of death in line of 


a 
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duty in the Foreign service Officer plan are acceptable 
exeept as iimited by the five year gervice requirement of 
the participant. The wiceow receives an annuity equal toa 
the annuity whieh she would have received if her husband 
nad heen retired on the date of his death and had eiected 
te receive &@ reduced and joint survivorship annuity. As 
in the case of disability benefits, computations are made 
on the basis of twenty years if the participant nad less 


than twenty years o: service. 


Meath and Qlsebility Benefits--rederal Civil Jervice 


The qualifieations for disability benefits iu the 
federal Civil Service are the same as theee in the 
Soreign Service. Bath plans have a five year minisum 
service requirement, the ohjections to which have already 
peen discussede The “not in line of duty" disability 
benefit computations are similar. However, the *%‘in line 
of duty” death and disability bene?it computations are 
aifferent.- In the federal Civil oervice the disabied 
enpleyee of less than twenty years has his benePrits computed 
on the basis cof his actual number ef years of service and 
not on a suaeranteed minimum of twenty years’ service as is 
dene in the Foreign Service Ufficers systen. In order ta 
insure a surficient benefit rer such disebied employees, 
a twenty year basis fer computations is mere Jesirable and 
just. 


in the case of an enployce's death: in the federal 
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Civil service, the dependency benefits are inadeguate at 
present. However, remedial measures are being considered 
currently in Congress.” Under the present law dependents 
of enpleyees meeting death in the service reeccive only the 
contributions that the émployee hag made inte the retire~- 
ment and disabiilty func pins eccumvlated intereste A 
pill under consideration in the Mouse of Renresentatives 
proposes some improyementa in the death benefits sranted 
to dependents. it provides that 

seein a@ny case an officer or emplayee to whom 

this Act applies shali die after having rendered 

at least five vearae of civilian service...and is 

survived by & widow, such widow shaii be paid an 

aiNiuity beginaing the Ciret day of the month 

following the death of the officer er euployee 

or following the widow's attainment of age 

sixty; wiichever is iater, eguasi to 3S) percentunm 

ef the amount of an amulty computed as provided 

in section 4(a) hereof (salary and years of 

eervice}) with respect te suachn officer or 

employee: Provided, that sueh vayments shal. 

Géase upon death of the widew.71 
The propesed axernament provides for the immediate payment 
of the annuity to the widow if ahe has dependent children. 
Sach prevesed legislation is 4 step in the Fright diree- 
tion. «ven theugh the benefits will amount te little more 


7a im most eases, such 


than sums in aia of subsistence 
legislation is 4 recognition ef the responsihilities which 


must be assumed by the empioyer. 
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Yeath and Disability Denefits--Public ‘mployees' of Ohio 


Tne disability benefits of the -ublic “npleyees' 
Retirement Gystem of Ohio are not satisfactory. ite 
distinction is made between disability incurred in perform- 
anee of duty and that ineurred threugh wilful misconduct, 
intemperance, ete. #art of the benefits recvrived by the 
disabled emsleyee are an outrizht gratuity. juch gratui- 
tous payments are exeesasive benefite in the ease of those 
digabled threugh their own wiiful miseonluct. The 
disability benefit consists of 


@} an annuity having a reserve equal te the 
amount of the employee's acewaulated contri- 
hutions at that time; and b} a pension which 
tozether with his annuity, shall provide a 
retirement allowance of one and one-fifth 
percentus ef his final sverage salary during 
the last ten years or freetion thereof in- 
mediately preceding retirement, multiplied by 
the number of years of his totel-service, but 
net less than thirty percentum of said 
average galary, with the exception thet in ae 
ease shall the retirement benefit exceed 
nineetenths of the allowance to which he 
weauld have been entitied had retirement been 
deferred to the age of sixty and had contribu- 
tions at the rate existing during the last 
year of active service been continued to the 
age of sixty.73 


The disabled participant in the Chio public enployees’ 
system has & minimum disability tenefit amounting to 390 


per eent of his final average salary ’4 (net to exceed 





| 73 Public Employees' Retirement System ef OChio, 
Sees 486-63, De Zl. 


74 This amounts to 40 per cent in the Fereign 
Service Officers Retirement System. 
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°3000.). This benefit guarantee is teo low in most cases. 

A standard formule for the computation of disability 
henefits should be adepted by all retirement systems. 
There ig no reason why one service should previde dis- 
ability benefits amount, to 75 ver cent of the disabled 
member's last active duty pay (Naval Officer Dieability) 
while another service provides a guarantee of 40 per cent 
of the disabled member's average basic salary (foreign 
Service Officers! aud still another service provides 30 per 
cent of the disabled member's final average saiary, such 
salary net te exceed %3000. (Public Bmployees of Ohio). 
Uniform computation formulas fer disability benefits could 
and sheuld be established. 

another shortceming eof the disability benefit in 
the Onio public enployees' system is that ten years of 
service are required before the employee becomes eligible. 
Further discussion of this condition weuld he repetitive. 

Upon the death of a member of the Chico public 
emplovees' retirement system his accumulated contributions 
are paid te such person as he hes nominated. This is 
inadequate coverage for the employee's dependents. Ho 
doubt it will be reetified in time as is being done in the 
federal Civil segvies. - Tne empleyer of a person who 
dies in the performance of his duty nas a social and morai 


obligation toward the family of the deceased employee. 
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This obligation must be recegnized. The assumption of 
this responsibility by the employer would aid in the 
establishuent of a hizh morale in his employees. The 
employee would net have cause to worry about the economic 
security of nis dependents in the event of his death. His 
dignity would not he impaired by the thought that his 
dependents might become burdens on society~- In this 
knowledge, the dignity of the employee's family would be 
maintained. This would result in a more efficient and 
satisfied empleyee. Uven thouzh many organizations have 
supplementary disability and death benefit funds, it is 
essential that retirement and disability funds be developed 
and enerated in such a8 manner that they will accumyplish 


tne desired objectives. 


veath and Disability Penelitae.U. 5S. Navy 


Ye may now turn te the consideration of disability 
retirements in the Waval Service. This subject nas be- 
eome one ef publie interest since the termination of 
“orld War iI. There are practices in naval disability 
retirement eperation which merit investigation. Yer 
examnole, there are differentiations in the methods eof 
eomputing disability benefits between officers and 
enlisted men of the same length of service and the sase 
digability. Sisebility retirement of officers in the 
military services has been extremely high sinee the war. 


is it justified? Such questions and practices must be 


explained satisfactorily or they must be chanced. 
Secretary of National Defense, Yorrestal, has stated 
“,-e-the baaic statute covering retirement fer phyaical 
disability (ia the military services) beeame law on 3 
August 1861--two weeks after the first Fattle of Bull Run. 
It is hardly surprising that a law of such antiquity needs 
revisien.*’* Je must agree: 

jSimee the Navy disability benefit is an absolute 
gratuity, there is no prevision whatsoever for the serv- 
iceman disabled as a result of his own misconduct. Aa 
previously stated, an equity in the retirement fund should 
be ereated sc that such individuals might receive the 
return of their contributions or an annuity which such 
contributions would buye This would give them a sum in 
aid ef subsistence. A retirement and disability fund must 
be develoved in aerder te previde fer such eventualities. 

inere are two catezories of naval efficers retired 
for reasons of physical disability ineurred “in line ef 
duty": (1) If a retiring beard has found that an efficer 
is permanentiy unfit for duty by reasen ef physical dis- 
ubility, that the eause of hie inesapacity is an incident 
of the service, and the findings and vroceedings are then 
approved by the “resident, the officer ig transferred to 
the retired list at 75 per cent of the base pay of the 


rank in whieh he is then serving plus longevity; (2) if an 








76 Army and Navy Journal, Service ieadera 
Setirements; Guzzest New Disability System, february 14, 
1948, De Gli. 
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officer of the regular service is incapacitated for active 

service and such incapacity is not the result of any inci- 

dent ef the service, he may be wholly retired from the 

service with one year's pay or bre placed on the retired 

list with furlough pay (50 per cent of base and longevity 
79 

pay). These are generous henefitse indeed. 

There should be a differentiation between ‘service 
incurred” disability benefite and other digability bene- 
fits. However, “service ineurred* disability sheuld be 
strictly liswited te disabilities received while under arms 
or under actual duty conditions and should be equaiiy 
aygplieabie tc servicemen of cffieer or enlisted status, 
Seserves or Regulars. As William Nenry Glassen states, 

evesthe emphasis should be piaced on the 
essential justice of the principle upon which 
the systex is based. Those whe are ealled 
upon te take up arms and risk their lives in 
defense ef the state should be cared for 
generously in ease they are disabled by 
wounds or sctner injuries received in the 
performance ef their military duties.75 

By the strict interpretation of “service incurred" 
disability, the military services will slleviate ¢gome of 
the orevalent. sublie criticiss of disability retirements. 
Statistics showings the nurber and vercentages of officers 
of the Army, Davy and Air Foerees receiving physieal 


disability retirements between 1940 and 1947 are 


7? Navy Department Duilletin, Vol. Zi, Je. 5S, 
O« 47, ceptember, 1947. 


78 Glasson, Op. Gite, p« i147. 


enlightening.’ v2ublie agitation concerning disability 
retirement in the armed services is illustrated with 
startling clarity in tne fellewing article, 


«-eOVereall, the iist of retired forld War Ti 
army and Wavy Officers has grown to a total 
ef 36,798. Of these 34,267 are retired for 
disability. That means that 93 per cent are 
drawing tax free disability checks each 
wonth, equal to three-fourths base military 
paye Costs to the taxpayers each year ex~ 
ceeds 3128,501,000. What coneerngs the in- 
vestizgators is that oniy 23 per cent of the 
officers drawiug disability retirement pay 
have injuries caused by combat, and mest of 
these are in the lower zrades<enot the zgen- 
erals, ecslonels and admirals. MNoreover, 
lees than « third of all such pengiscned 
efficers are 50 ver cent or more disabied; 
the rest, oresumably, can take and are 
taking all sorts ef civilian jobs. dJis- 
ability pay, equal to reguisr retirement 
pay but net subject to income taxes, haa 
been awarded officers for service-connected 
diserders ranging from diabetes te loss of 
an arm. iIn practice, most of such diez- 
abilities have been civilian-type ulcers or 
nervous disorders, not wounds by combat. 8 


Such avenues of criticism must be clesed. “service incurred” 


disability must be narrowly defined. 


their review must be vrovided in the lawa governing the 
zranting of disability benefits in the several retirement 
systems. 3uch laws mast be adhered to stringenti;- 


Periedie medical examinations should be administered to 





739 See Appendix <i. 


The United States ews, “acts of Military 
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non-specific disability®! cases in an effort to restore 
the disabled man te his rightfui self-supporting place in 
society. in the accomplisnmment cf thie task, ne impedi- 
ment should exist in the restoration process. In the 
restoration cf non-specific disability casea, the dis- 
ability benefit shovld be hased on the individual's 

actual phygical condition and not on his earning power. 

in this manner the individuaits readjustment initiative ie 


not taken away «82 


la may not rely on his disability bene- 
fit for security in ease his physical condition improves 
nor is he disccurazed fron developing his earning poten- 
tigle In cases ef svecifiec permanent disability, whether 
partial or teteal, the campensation award should be fixed 
and irrevoeable and sheuld ust be influenced by the 
earnings or earning power of the individual. 

The present basis fer computation of disability 
benefits for the naval enlisted man is not as simsle as 
that for the ¢cPficer. The disabled enlisted man with 
sixteen years of naval service receives ene«third of nie 
base pay plus longevity and this is increased by 19 per 
cent if he is credited with extraordinary herois 
(determined by the Seeretary of the Mary). If the enlisted 


man has twenty years cf naval service and if he enlisted 


Sl Specific disabilities may be typified hy 
amputations, blindness, ete. 


82 Douglas C. Meurtrie, ielation ef *arning “ower 
to Award of Compensation for Jisability incurred in 
Kaliteary or Saval Service, b+ 3s 


subsequent to 1 July 1925, he may receive 4 digability 
benefit amounting to one-half hie hase pay, and after 
thirty years of active and inactive service may receive a 
retirement venefrit ef one-half pay plus lengevity. The 
enlisted man disabled with not less than ten years of 
service whe has net been discharged for misconduct may 
apply te the secretary of the avy for a Naval Invalid 
“éension. If he has ten years' service but less than 
tweuty, the secretary of the Navy requests District 
Commuandants to convene a beard of three Naval officers, 
one ef whem must be a Medieal efficer, te examine inte 
the condition of the applicant and te determine the 
percentage of his disabiiity, the amount of nension 
recommended, and the period fer whieh the pension is to be 
effective. This report gvéa to the Veteran's Administra- 
tion which grants the pensien. 

Yeteran’s Administration pensions fer total dis- 
ability, in most cases, amount tea $138.00°° a sonth 
regardless of the serviceman's rate. Partial disability 
pays less; 219 per cent handicap, for comupie, pays only 
413.80 a month. Loss of an arm cr a foot adds 438. to the 
monthly (138. total disability pension. Loss of both legs 
rates a tetal of $200 monthly. It may be added that naval 
disability allowances computed on the basis of service, as 


digecuesed above, may be waived in erder to receive 





83 Public Law 314, 27 May 1944. 


disability pension allowances from the Veteran's 
Administration. 

“e can not justify the difference in disability 
benefits between efficers and men in the Navy. What is 
aceepted ac a retireable disability for an officer at 
75 per cent of his base pay should be a retireable dis- 
ability for an enlisted man at 75 per scent of his base 
pay. The benefits of the twe sheuld be determined on a 
common basis. The uncerteinty of enlisted personnel 
disability benefits ia ne aid in recruitiags men for the 
service. 

The interpretation of percentage of disability 
ineurred by an enlisted man may vary with the different 
examining teards. Such procedure is bound te have a 
deleterious effect on morale. 

The difference in disability benefits between 
officers and enlisted men may not be justified on the 
basia that enlisted persornmel learn a galabie vyooation in 
the Navy. A physically disabled boatswain's mate is no 
better off in civilian iife than the disabled naval 
officer. 

It is essential that a uniform system of computing 
disability benefits be established throushout the service. 
A systex of transfers within the service sheuld be 
developed in order to utilige these individuals who, while 
not fit for unlimitea service, may still be preductive in 


limited service. Morecver, if a tetsal disability 
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retirement is awarded, the individual must be granted a 
benefit sufficient for him to live. “%aech provisions 
sheuld be apolicable not enly te cfficers and men of the 
Naval Service but to the members of all other military and 
civilian services as well. A plan similar to that pre- 
vided for Pereign Service Cfficers should be adopted in 
aii services. 

*hile a wide difference exists in the disability 
benefits hetweesa cfficers and mean in the liayal Service, 
there is no difference in dependency benefits due te 
Geath in tne service not from misconduct.» Death due to 
misconduct, of courses, leaves the dependent nothing. The 
shortcemings of this procedure have heen discussed. In 
ease of the serviceman's déath in line of duty, the widow 
is granted a gratuity auounting to six months hase pay of 
the deceased and a monthly annuity cf thirty dollars per 
month, plus teenty doliars per month fer the first child 
and eishteen doeilars for additicnai children. The 
allottments fer the children continue until they reach 
eighteen years of age. This sum is not sufficient. 
®rovisions for adequate dependency benefits in the savad 
Serviee are of prime importance and aust be adopted. “Such 
provisions are necessary not only fer the high morale of 
the service but they are essential to the maintenance of 
the serviceman's self respect and dignity. This has heen 


diseussed. 


IMAP TER IV 


A SUGEE GTED RETIRSMANT FLAN POR THR UVITED STATES RAVY 


We may conclude that the Navy Retirement System 
must be adjusted «eo that it will eperate in conformance 
with aceenpted principles ef retirement. The public does 
net look with favor at the ever-increasing costs and the 
arbitrary practices of the present Navy retirement system. 
& socially acceptable change in the atructure of the 
syetem wili not necessarily mean lower benefits or less 
*“tukewhome* pay for naval persennel. It wiil mean thet 
the plan will be besed and operatea on retirement prin- 
cipies aceeptable to the public. The adoption of a 
aifferent coneent of retirement in the Savy may be con- 
sidered as a definite nechbabliity, there being no reason 
why the Navy retirement system could not operate in 
eonformity with the principles previcusly discussed 
wherein. Noreever such a plan coulda be constructed se that 
the chjectives and eperation of the Cavy prenotion system 
would not be endanscered. 

The adoption ef a contributory system is eof prime 
lmportance. Two prehleme evolve from this etep-. first 
the question ef salary increases sufficient to take care 
of the ameunt of the evntribution and second, the question 
ef the stetas of ineumbent members of the service. 

Heither of the@e problems is too difficult. An increase 


in Salary sheuld be granted te members of the service. 


Such increase should equal the amount ef the required 
contribution. 
~@laries in the military, as in eivil service and 

industry, shonlad be determined selentifically. It isa 
necesaary step in the tastitution ef a contributory ree 
tirement plan since contributions are hased on salaries. 
Henson Raldwin makea the statement that 

eesthe pay of our enlisted wen is by far the 

highest in the world snd Ceongrese ig arout to 

he urged to grant a considerable pay increase 

fer officers. Yet the Aray and favy already 

enjoy economic grivilezes...which put their 

perscanel in a secialliy andi ecenovrieally 

favered positien. #e should not ferget that 

the first steo toward autecracy in aay sation 

is the er¢ation eof 4 spyecilaily privileged 

military class.34 
& cQnparison of salaries between the military of this 
country and the military of other esuntries is unfair and 
mieslealing. iaror in the United States is paid the 
highest wage in the world. This dees not prevent laber 
frem securinc wage inertases--nor should it effect the 
military services. The naval officer is in « leas favored 
pesitien economicaliy teday than he was after the firet 
Sorid ex.” Salaries in the military should have a 


scientific basis and should be related toe salaries in 





84 Hansen Faldwin, The Military Move In, Maroere 
Wageazgine, vecember, 147, p. 469. 


65 Viee-Admiral Peehteler, the ienior Navy repre- 
sentative on the Joint Serviae Pay T"“ommittee, stated that 
his father as a near Admiral in Verld War [ received a 
greater monetary “take nome™* pay than be did ag a Rear 
A@miral in Yorld War {i. The Navy pay was not increased in 
proportion to the increase in taxes and the cost of living. 
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ether services and industry in the imited jtates. This 
relationship should be waintained. The contributory 
system would negate one so-called *econsmic privileze *-- 
that of a gratuity retirement benefit--and allow for more 
eaecurate comnparisen of salaries anuongz the severwl services. 

“or present members of the naval service, an 
equity egual to that which wouid nave been develoved had 
they econtriputed to their retirement throughont tneir 
service ahonld be eredited to theis retirement fund account. 
Thie should he done by congressional appropriaticn of the 
necessery fandse These members of the Naval jervice who 
entered vrier to the adcption of the new plan should be 
&llicwed an e¢leetion hetween tne new and tne old retirement 
system in order that the terms of their enlistment con- 
treaeta may be carried out iu good faith. “Slection cf the 
old system, naturaliy, would make such individuais in- 
Cligible to any advantages that mignt acerue under tre new 
aystem. However, tue new systen would be compulsory fer 
new entrants into the service. 

The contribution rate required of the servicenan 
would be determined actuarily in order that the guaranteed 
benefits would have a sound and acceptable basis. Jech 
determinations are the job ef an experieneed actuary and 
are far beyond the scape of this paper. 

Tre gowermsent would match the serviceman'ts contribu- 
tiona if he fulfilled certain requirements. Thess 


requirements will be diseussed subsequeatily. The amount 


of the Navy's contributions would be determined actuarily 
and would be appropriated annually into an actuarial re- 
gexve fund. 

The empleyee's accumulated funds should he 
deposited in the Treasury of the United States and sheuld 
be interest beerinz. Until etherwise proved wuascund, the 
exploeyer's watehing contributions, astuarily determined 
en the basis of the number of servonne1 whe hecome dig- 
abled, meet death in the serviee, retire ou superannuation 
penefite, ete., would be appropriated wanuslly and 
deposited in an interest bearing actuarial reserve fund. 
Together these funds would supply the necessary annuities 
te beneficiaries. The size of such 2 fund dees net 
preclude the establishment of an actuartal reaecrve fund. 
it has been stated that “higness in itself dees not make 
any reserve systen cf insurance unworkable . 6 it is 
pessible that such reserves would be relegated to book 
reserves rather than real reserves. ‘This might be true if 
euch funds were used by the zgevernment for ieficit finan- 
cing. JIven so, with the full faiths and eredit of the 
United States Jevernment behind such reserves, whether 
real or book, the safety af the fund would be guaranteed. 
The establisnment of such a fund is worth a thorough 


investigation and trial. 








86 Sarker, 99+ cite, pe 295. 
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opecially trained Supply Cerps versennel would 
adniniester the fund under the direction of a Eoard of 
Trustees. it is oroposed that such board te ecamposed of 
six membera and inelude the Secretary of the Treasury, 
the Jecretary ef Defense, the Secretary of the “Navy, the 
Cnief ef the Bureau ef Gunplies and Accounts, the Chief 
of the Bureau of Medicine and Surgery ani the “Chief of the 
Pureau of Naval Persennel. Thus both civilian and naval 
interests would be represented on the board. 

Superannuation benefits for officers would be 
computed at 2 per cent of the individual's last active 
duty salary clus longevity qultipiled by the number of 
years ef service, such benefit nof to exeeed 69 per cent 
eof finai pay saligibility for superannuation benefits 
would come after the officer reaches age sixty and has 
thirty years of service. csewever, an itndividuai might 
receive “age creait’, not to exceed eight years, rer 
hazardous or physically deteriorating duty or for duty in 
climates which would contribute ts the physieal deteriorae~ 
tien of the officer. By such a method an officer might 
bheecme eligible fer superannuation retirement at age 
fifty-two wlta thirty years of service. A maximum ef 
@¢izht years of “age eredit* is sugzested because the 
average naval officer would have thirty years of service 
at age fifty-two. Compulsery retirement wouid remain at 
age sixty-twoe <racticuily all naval officers would create 


some “age aredit" because cf the practice sof rotation of 


duty. The requirements for gupérannuation benefits 
would be related ta those of sther retirement plans. 
However differenees between the Naval Gervice and the 
more sedentary services would be recognized. 

lection of a joint survivership annuity would be 
allewed the efficer at the time of his retirement. 

Lulisted persomel superannuation retirement pre} 
sents other factors. The duties of such individuals are 
usually more athletic than those of the officer. They 
reguire more physical activity. ‘atisfactory suyereannua~ 
tien retirement requirements for enliuted persenael might 
be derived by setting the age-service requirements for 
caupulsery retirement at age Fifty-two with thirty years 
af gervice. However, after twenty years ef service and 
upen reacking age forty-twe, sever2l chcoiees of future 
naval service might be offered the enlisted man. ‘ie might 
be transferred te active duty in tne Naval Regerve; he 
might become ineligitie fer certain types of rugzed or 
physically deteriorating duty, unless he desired and was 
coneidere?d fit for such duty; or, he might be retired en 
an annuity peyable at age fifty-two equal to 2 per cent 
ef his base vay plus longevity multiplied ty his nurter of 
yeara of services sueh persyn would reeeire ea six month 
galary separation gratuity. Frevisions for a reduced 
annuity (payable after twenty years service and age 
forty+two) equal te 1 1/2 per cent of the enlisted man's 


base pay vlus longevity multiplied by his number of years 


91 


of service might be adopted. However, early retirement 
must not be made teo easy. Incentive to remain productive 
should be provided. There are many jobs of a sedentary 
nature in the Navy that could utilize the experience of 
the Navy enlisted man of over twenty years service. It is 
recommended that retirement of enlisted personnel become 
compulsory at age $2 unleas further service is desired by 
beth the Navy and the enlisted mane. In no ease should 
such service extend past the enlisted man's sixty-second 
birthday. 

several different provisiens are suggested for 
these officers “selected out" of the service. cCfficers 
having over twenty years ef service should receive an 
annuity equal te 2 per cent of their last active duty pay, 
plus lengevity, multiplied by their aumber of years of 
service payable te them upon reaching fifty-two years of 
age, or they might receive a reduced annuity payable to 
thes at the time of their separation. ‘Such individuais 
ghould receive a gratuity of six months pay on their 
separation from the service if the former plan were 
elected. Thia is proposed in an effort toe encourage then 
to eleet an annuity payable at age fifty-two. The same 
provisions are sugzested fer individuals *selected out* of 
the service whe have more than ten years of service but 
less than twenty years. However, computations of their 
eveatual retired pay would be based on 1 1/2 ver cent of 
their base pay pilus lengevity multiplied by the number of 
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years of service with no right to elect @ reduced annuity 
payable on sevaration. This seens justified in thet such 
personnel are young enough te adapt themselves to 
civilian life. These separated with less than ten years 
service, but more than five, should reeeive @ gix month 
pay gratuity and their accumulated contributions slus 
interest could be transferred toe toneir oredit in some 
other retirement plan, pessibly the Secial Security Sand, 
or vetained in the Savy fund. Ho prevision for such 

a practice exists at the present but it ie in conformity 
With sound retirement principles. Yen separated with 
less than five years serviee should have their contribu- 
tions returned clus aceumniated interest. Altheugh the 
money should be set aside for the individual's retirement, 
the high rate of separation from the service during the 
efficer’s first five years of service ani the hish eosts 
of administering such accounts makes the return sf such 
eontributions more practical, as indicated by the 
experience in the federsai Civil Service. 

Voluntary separation cresgents little diffieculty- 
it is recommended in such cases that the serviceman's 
contributions plus accumulated interest be transferred 
to his credit in some other retirement system. It is 
répeatei that sucn funds shouid be retained for the 
retirement benefite of the individual if such individual 
has over five years of service. 


Sependeats of members of the Naval Service who meet 
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death ia the service not as a result of their own mis- 
conduct, should receive an annuity equal te 1 1/2 per cent 
of the pay of the deceased plus longevity multiplied by 
his number of years of service. In ne case should such 
benefits be less tian 30 per cent of the salary of the 
deceased» In addition, a gratuity amounting toe six 
months! pay of the deceased should be granted his 
dependents» in the event of a serviceman's death as a 
result of his own miseoriduct, the depyendents of the de- 
ceased should receive only his contributiens plua accumu- 
lated intereate fhe obligatiou of the Naval Gervice in 
the latter case ia quite different than that in the 
former. 

ine basis oF disability benefits should be unifers 
threughcut the Navel Service aud there should be no 
“length of gervice” requirement necessary to become 
eligible for a henerit. Tetali "service incurred’ dis- 
ability benefits should aacunt to 69 per cent ef the 
individual's pay plus lengevity but not be lese than sewe 
stinulated sum. This would take eare of the men in the 
low pay brackets and with littie service. Benefits fer 
tetal disability due to *natural® causes in line of duty 
should consist of a minimum of 49 ver eent of the 
ludividuai's base pay plus longevity or 2 per cent of the 
individual's base pay plus longevity times the number of 
years of his service, whichever amount is the greater. 


Ingefar ay possible, yartial disability shceuid be 


taken care ef by transfers within the service and hy 
limited duty status.» ‘Towever, where thie is not voscible, 
efficers sand enlisted men should be governed by the same 
rules. Theee suffering partial disability should reeeive 
a benefit commensurste with that disability. The adminis- 
tration of such @ program must be earecfuily supervised. 
Jifferentiation must be made between permanent and none 
permanent disabilities. Individuals in the latter 
category ghould receive periedic exacinations to determine 
the statue of their disability. There should be no 
aifferences in the rules governing disability benefits or 
qualifications therefor between officer and enlisted 
personnel. either should the service retire an individual 
on a partial benefit when he is unable ts werk eluewhere 


67 sareful administra- 


reecause af his physical cendition. 
tion of this shese of retirement is essential .- 

DMisebility reeeived by a member of the Tayal 
Service as a result of kis own wiiful misconduct nuilifies 
mest of the responsibility of the Naval Service for that 
individual. Such individual should receive heneTits 


commensurate with those whith his eontrihutions and 


accumulated interest weuld purehase.» [If he is totally 





&7 &£ Veterans Addinistration decter in a large city 
told the writer that he had a ease of a veteran said to 
have been in perfect shysieal condition at the time of his 
release from a military service and yet one week later the 
yeteran failed te pase the physical examination for the 
pestal service on account of a heart conditicn and wae 
thus refuse’ the employment. 
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disabled and apt to become a ward of society, such funds 
should be turned over te a public institution as an aid 
toward his support. If he ig not apt to become a ward of 
eociety, such funds should be used to buy nim an annuity. 
The amount, while amall, weuld be an aid in hie subsist- 
ence. Yartial disability received as a réegult of an 
dadividuai'sa own wilful misconduct sheuld be handied ag 
in the latter case. However, if such a disabied indi- 
vidual were able to earn a livelihood his contributions 
should be transferred toe his credit in eastust retirement 
system. 

in our efforts to arrive at a cowmen basis for 
retirement benefit computation and rates of e¢ntribution 
ameng the several services, cousideration mignt be gaven 
in the Naval Service to the inciusicn ef iiving aiiowances 
in the computation of benefits and as a basis for con-~ 
tributions. Such inclusion would enable a wore e Guabic 
and fair coarparisen of the several retiresent systems and 
would aid in the achievement of more uniform methods of 
henefit computations. 

it is satrongiy recomended tnat all retired pay be 
tax emempt regardless of the reason for which the benefit 
is granted.» The basis for such recemuendation is the 
fact that the income tax has been paid vreviously on the 
ecoutributieons which make pessibie the retirement benelrit. 
In such case taxing retired pay is the same as taxing the 


same income twice. Consideration sheuid be given te the 
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fact that individuals reeeiving retired pay are theereti- 
cally ac longer productive and are living ea an “earned" 
incowe upon which a tax has been paid. Payment of incoue 
tax on retired pay seems unjustified. 

The effect of the foregoing retirement aystem on 
the Naval Service would be favorable in wany aspecta-. Pay 
inerécases would ensue. This would attract young méen te 
the Naval Service. Younger men are attracted more by the 
figure behind the dellar sign than by se-galied "nidden 
benefits*, even though eompulsery centribatisons aust be 
made from this nigher salary. <Anlisted men are not 
appreciative of their retirement benerits until after their 
first énlistment. Navai pay wouid compare with the pay in 
other areas of endeavor and attract more and better men» 

Thia pian of retirement applies the positive method 
of metivation in persennei management and xeald be a 
Stimulant to morale. individuals would not be heid in 
the Naval Service by the intangible equity in tueir retire~ 
ment benefita.e Not only would this Yacter increase morale 
in the Naval Service but it wouid increase the efficiency 
of the service. Men would remain in the gerviee be eause 
they wanted to remain in the service. iwterest and desire 
are contributers to efficiency. The future Savy wouid 
benefit. The incumbent members of the Navel Service would 
be exposed to the sauce stimulating factors if such a plan 
were adcotede 


The several benefits proposed in this systen 


emphasize the economic security aspect of retirement 
rather than the reward for service. frovisions necessary 
for the high morale of personnel are include. The sys- 
tem ia one which would be generaliy acceptable aad in 
econferzity with present day retirement thought. 

it ls realized tuat this plan is not in strict 
conformity with all of the principies of retirement plans 
az set ferth in the preceding chapterse sowever, it ig a 
workable plan--a start. “svolution and change come 
Slicwly-~but a plan such as the forezoing would be an 


initial step in the right direction. 
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CHAPTSR V 
CONCLUSION 


Netirement plans muet be dynamic. They must change 
as our seciety changes. They must be progressive. Our 
mllitary retirenent systema nave remained relatively 
unchanged sinee their inauguration. On the other hand, 
ecoustant change hes accompanied our civil service plans. 
it is neceesury that retirement plans conferm to the 
accented thoucht ef the day. ‘That was accepted yeaterday 
may uc longer be accented teday. “hile we receznize 
retirement systems as am instrument te take cars of us in 
ol4 age, we sust alec have an idea of what is accepted as 
old age. Whereas at ene time it was expected that ene 
snould work a9 long ag he wag able, compulsary retirement 
ages are now includel in most retirement plans. There has 
been a tendeney te reduce the age of compulsery retirement 
over a pericd of years just as the working day and the 
workine week hare been decreased. At lower retirement 
azes benefits will ecest more. Over a period of years 
views on acceptable standards of living have changed. 

Thies is reund te affect what is an eecrepteble and siequate 
retirement benefit. “uch factors as these chance and 
these changes auct be recognised and retirement systems 
altered ta meet such changes. These alterations mist be 
aaopted in sech a manner that they are fair und equable, 


adequate and acceptable. Retirement plans aust change as 
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philosophy cencerning retirement changese Only hy such 
necessary modifications will a retirement system rise 
above attack ond oeriticieww. This is true of the military 
and e@eivil gervices whose severest critic and emplcyer, 
the general public, is only tes reaiy to find flaws in 
existing systems. Our present retirement plans must ve 
justified in the light of present day retirement thought. 
All retirement plans <cneuld have a common basis fer 
renefit computations. “sntridutions toward aa individual's 
retirement should be based on a percentage of his total 
salary. This basis sheuld be unifore threughout the 
several services.» “ne empleyer sweuld mateh the 
emplovees’ contributions. In some eases such ag dis- 
ability, death, @te., the enployer's everall contributiens 
to the fund shovld be greater than the employee's. this 
is a social respone@ibility of the employer. 
A @omeittee investigation of Gacial Jecurity aad 
Federal Civil Seryieea Ceticenent benelits recomscuded 
«sethat the previgions umier the .9¢lai security 
Act Snewid net be more favorable than these of 
the Pederal Xetirement Act aud that the two 
federal Acts sheuid be properly ceordinated, net 
that the provisions in the latter snouid te re~ 
duced to the level cf tne former, but rather 
they should be raised wherever they are Lower .& 
This is in lire with our reasoning thet there shoeuia be 
some equalization of benefits throughout the severai sery- 


ises. “Tetirement benefits should uct ersate a priviieged 


2 PORTILLO, ONES ENE I. 





8 “Vesher and Lingsley, sp. ait.» pe 526. 


Classe hat the individual receives ne should earn. Se 
may do this only if he is paid a just salary and econ- 
tributes on tne basis of taat salary throuzheut his 
preductive yearse This applies to all services--military 
aua civil. 

in evunclusion, @ retirement pian te be generaily 
acceptabie today must be on a contributory basis: the 
retirement fund must be based on actuarial computations 
and, if ecensidered feasible, it should operate as a true 
actuarial reserve fund; it must be well adwinistered; it 
must not allew for tes early abeoslate retirement; it must 
recognize the equity earned in tne funda by the employee; 
it must provide adequate superannuation benefits: it must 
provide fer the sappert of disabled employees; it must 
provide for tne dependents of a deceased emplcyee kilied 
in service; it must operate in such & way that benerits 
are ecnsidered the earned right of the employee and not a 
gZrataity; and it must be operated in syucn a manner as te 
place it above public reproach. 

The adoption af such a system for the Navy would 
lead te a move receptive attitude by Congress in tne 
consideration of galary iucreases3; it would make saiaries 
in tne Nevy more comparabie witn these in other fieids of 
endeavor, thua attracting better men to the service, it 
would provide uniform disabiiity and adequate dependency 
benefitas it would improve the efficiency and morale of 


the service; and finally it would remove the mMavy a5 a 


i 


terget a= te pwhlie firing ibee le coger’ fe oft livery 
wetlvement Seneflia a0% preqi: os. 
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APPuRBIZ i * 


"“Hildden* Yay Received by a Savy Seanan First Clags 
(Single) 


were are the official fizurea: 


YEARLY Basis 











iten ‘avy *ivi 

1. Fond F , 469.90 (1) 

ae Lodzing ¥ 234.99 (2) 

3. Clething ? 146.49 (1) 

4s Doctor and Hospitalization ° 45.60 (1) 

5. Mental eare ¥ %.29 (2) 

6. Annuity (3107.95 ver month 

| aiter 20 yeara) F 1619.76 (2) 

7. SOcial u@eurity Re 39209 

8. Invome Tax - Us Ss is 662.09 (3) 

¥. Casn after above ~h389299 1065 .04 
24285 .99 T4285 .99 

key 

* 


S « Lxennte 


«+ Purniahned ty the Navy. 


« “ost of living figures for April i@47 from Tureau of 
laber Statistics, Jept. ef Laber. 


~ Rates of one of the better-known insuranee conpanies. 


~ faureaa of internal Revenue, Form 1049, 1946. 


from "*hat'a Your Savy Sellar Yorth?", Hmreau of Naval 
Peraounel, SYashington, D. Te, Tniy, i947. 
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APPLNDIX Il 


fo Find the Cowpount Iaterest on @ Given Jum. (The Inter- 
est Cempeouvnded Yearly ~- Under the given rate rer Cent and 
opposite the number of years find the amount of $1, and 
multiply it by the vrineipal. Fer the interest aicocve 
subtract the principal or subtract (1) from the amount 
given below before multiplying). 














aH 





Anouat ef GL at Compound Interest 


ver Cent 

ime 

Years 2. 22/2. 38 a/e 
1 1602390 1-926500 1.05)00 1.038090 1.6400) 1.94590 
2 10049490 1.050653 1436990 1.497123 1498160 1609293 
3 1-06221 1607689 1.09273 1.10872 12012486 i+14117 
4 1.08243 1.1938] 1.12551 1614752 1216986 1.19252 
5 1.194958 14131341 1.15927 1.18769 1.21665 1.24616 
6 1-1S616 31.415969 1.19405 2.22926 1.26552 1.-309226 
7 L<14869 1.18869 1-22987 1227226 1.31593 1+560986 
8 i1<17166 1.21849 1.26677 1.-32681 1.36357 1.42210 
3 1.196899 1.24686 1.30477 46352909 1242331 145619 
19 1-21899 1.28098 1434392 1.41969 1443024 1455297 
13 1+84337 1.31209 1.584235 12645997 1465945 1262265 
i2 1.268624 1234469 1.42576 1.51107 1469192 169586 


Appuxpix itz * 





There ghb@ll be seven classea of Foreign Service 
OfPleere including the clags of sereer minister. The per 
annum salary of a earegsr minister shall be 413,590. The 
per aAaqnam salaries ef Foreign Service efficers within 
each of the other classes sh&ill he as follows: 


Cheeses I 912,990, 712,490, 12,8090, 913,200, $13,500. 

Cless if 20,9980, 329,369, 219,700, 43,4939, 115790, 
14,995. 

Chass Lil B,903, 8,39), 699, 8,999; 9,200, 
2,503, 398935 3,390. 

“Jawa i & 200, 6,599, 6,879, 5,959, 9203, 
7,900, 7,399, 7,309. 

Claes ¥ 4,55, 437239, 4,97), 5,339, $,399, 
$y S09 » IeTW, 5,99). 

Tlass VI Se Od: 53293, 3,700, %,999, 4,19), 
429, By4996 

% From Public Law 724, Yart hh, eetlen 412- 
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APPLADISA IV 





‘etirement for service for 29 years or sore. 
are based on 2 1/2% times number of years service counting 
6 months or more ae ene full yeur, times the base pay and 


Tetalis 


a 


Lengevity credited at late of retirement. HNete that fraec- 
tional year of 6 months cr were ceunting as a full year 
applies to the computation of percentage eniy. This pre- 
vision doés not apply to the computing of longevity credit. 








mn tte * ete wee 


= ii  xz,x£ca. 5 ten atte ection é 
SU's bei 223% se 6 9 Bu. 
wea. acne 
a 


Setined ay 2008 





pane > 





OTOL. AD OU 


oe ase 


204021 21-214 215-223 22h—25¢ 


Adeiral, Vice 36667 909509) 493433 441-67 
Admiral,  @ar 
Admiral (Upper 
halt} 

Rear Admiral 278-00 286.75 392.52 316 02:8 


(\Lewer nalf}, 
Commodore 






Ca pte in 236054 259.26 259.88 272.25 24 063 
Somar - 206-55 218.97 227.39 236.22 249.05 
SEn38 D5ea: 
Lte Conidr. ist 178.75 187.69 194.9] 234.19 215-47 44ve 
1eubenet. Wo.” 198.75 187.69 194.91 204.19 213.67 
Liewt.jt+0.%.0." 149-50 166.98 163-01 170.78 178.54 


m= we <7 ne a -_ _ ~~ = nee _: _ Pa ex - me ~~ ~™ +e —_ ~~ - < as Sd ~~ om o~ 





69 fs cassia sb 
7a &aRS 

Netirea Pay  _—aRBBAW-34 24—245 2a}—25% 254-264 260-27 
AIH « 5 ¥Yiee NGM y 449.09 456.33 A76.67 

fear “dine (Upper) 

Rear Adm ( Lower) 339.09 3423.76 3687.80 

Giimm od ore 

“aptain 237.05 392.0) 329.83 335.66 346-59 
CONEY e 2599268 26 3 «BD 283 075 33i-9E 393219 
Lt. Comdr. . 253.868 263.59 280.73 2212.96 305.139 
biewt.C..u.** | 292.95 221.90 240.75 250.25 259.88 
Lieutes ge. 9.0." 1462390 193-20 291-25 20943590 217.99 
unsiga 162.99 168.99 176.09 182-90 189.99 


we 7.2.0. with more than 20 years commissioned service 


With ereditekiec record. 


» 


% .%.0. with more thun 10 years coamissiened service 
with ereditahle record. 


APPUNDIX IV (Centinued) 
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Adme, Viee Adme, 495-99 513.33 531.67 559 099 
Near Adm. (Upper) 

fear Adm. (Lower) 371.25 385.09 398.75 412.50 
Comnodore 

Captain 358.88 372.17 385.46 398.75 412.59 

Sonar. $14.02 325-65 337-28 $48.91 412.59 

Lt. Comdr. 514.02 225.65 337.28 348.91 363.94 

Lieute.7.%.G. 269.16 279.135 289.09 239.36 309.38 
Ldeutejs.0.0.0.™ 225.11 233.45 241.79 250.13 256.75 

angign 195-75 293499 210-25 217.50 225.90 


a a | ee 


va ¢.9.0. with more than 20 years comuissicned service 
with creditable record. 

e .0.0. with more than 10 years comsissicned service 
With ereditable recerd. 





SLligibility 


sligibility for transfer to Class F-5 is based on 
twenty years active naval service. An enlistment termi- 
nated three sonths or lees prior to normal date of dis- 
charge for convenience of the gevernment, er service in 
a minority enlistment, are considered a fuli four year 
enlistment when computing total service. “Sligibility for 
transfer to Clags P-6 is hased on twenty years active 
Vederail service, day-for-day. *%ederal service is ail 
active service in the Army, Navy, Merine Cerps, or Coast 
Guard. 


Retainer Say, Option Gne (01a) 


Under Pubiic Law 732, 75th Congress, retainer pay 
for Claga Fe5 Was computed at the rate of one-half base 
pay at time of transfer, with ac additiens, regardless of 
length of active service in excess of 29 years. Upon re 
tiresent at the end of 39 years’ total service, men are 
entitled to the permanent sddiitions gained in performance 
ef active duty. Their retired pay is cemputed in the 
same manner as for Class Y-4-d men with equal service. 
LeA 2 3 & 5 


caygrade i 6 7 


62-59 75.00 67.59 57.50 60.00 45.09 40.99 57.59 


APPENDIX IV (Continued) 


Pay- 
grade 
Se ry 
ice 


puting retainer pay. 


L 


Retired Pay, Optien One 


LeA 


o 


Cut 


3 


152.03 120.99 108.0990 92.09 
149225 127.59 114.75 
148.59 1355.99 121.50 193.50 
156.75 142450 128.25 199.25 
165.90 150.009 135.99 115.906 


4 


5 


3 


Lid 


9 


890.00 72.99 64-00 60.90 
85.00 76-50 68-03 63.75 
99.90 81.00 72.0990 67.59 
95.99 85.50 76.99 71.25 


Metainer and wtetirement Pay, All Classes 


Option Two 


Under Public Law 720 men af ali elasses, Fleet Re-~ 
serve, were permitted to elect one of two methods of com-~ 


The second method cosputes re- 


tainer pay at rate of 2 1/2% of base pay and lengevity, 
multiplied by number of years of AcTIVs 
Tne rate of pay wili continue in effect upon retirement 
at end ef 30 years tetal active and inactive federal 


servi 
there 


rPay~ 
grade 
3erve 
ice 


29 
ad 
22 
ae 
ae 
25 
26 
a? 
25 
ag 
39 


CE es 
tO. 


1 


197.25 
116.94 
122-51 
128.908 
158.69 
144.38 
1593.15 
161.49 
167.48 
173-46 
165.65 


LeoA 


97 059 
196031 
111.37 
116.43 
426-99 
131.25 
136-50 
159.18 
255265 
161.13 
168.75 


a 


87.975 
95.68 
109.24 
194.73 
113-49 
118.12 
122085 
L32 0135 
137 «02 
141.92 
151.688 


3 


74.75 
81.81 
85.33 
89.27 
96.69 
199.63 
194.65 
112.56 
116-73 
120.89 
123.38 


4 


65.90 
79.85 
74425 
77263 
84.090 
&7 .50 
31.909 
97.88 
101.55 
105.13 
112.590 


#2 IORAL SERVIC. 


5 


38259 
63-79 
66 +83 
69.86 
75-69 
738..75 
81.99 
88.909 
91635 
94-61 
191.25 


6 


522009 
56.79 
39.49 
62-19 
67 «29 
73209 
72-89 
78.39 
81.29 
G4 .19 


Ada 10% for extra-ordinary heroiam if entitled 


? 


48.75 
95016 
55-69 
58 «29 
63099 
65-63 
68.25 
735-41 
76-15 
78 +84 
84.38 
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APPERDIZ ¥ 





p 


tent ona Rente sist~ 


cash 

tank ray iilowane@ @i enee al en ce 
"leet Admiral 733050 6416.6" 30) 42 JS 2 
Admiral 735055 183-33 129 42 105 21 
Yiee Admiral 733233 41.67 129 42 195 2d 
Rear Admiral 

(upper half) 733433 120 42 195 8621 
Rear Admiral 

(lewer half) 359.09 120 08=— 42 105 2i 








Tank and service or over Over Over Over 
for pay ri- Passe 2 $ 6 3 
pericd purposes od a 
Commodere and 
Cant. G6 366.67 385.00 4930535 421-67 
OMG +z 
Over 39 yrs- 6 366.67 
Under 20 yroe § 320.83 336.87 592-92 368.96 
lst« Comdr «: 
Over 23 yroe 5 $2983 
Under 23 yras 4 275.09 288.75 302-59 316.25 
Lieute: 
Over 17 yrse 4 275-99 
Inder 17 yrse % 230200 241459 393.909 264 59 
Lieut. (jz): 
Over 10 yrs. S 28099 
Under 19 yrs. 2 200299 219.99 220.90) 339.39 
ansgigns: 
Uver 5 yrse 2 290.99 219090 229-00 339.00 
Under 5 yrs. 1 1809.05 169.90 
eG eGo 
Over 20 yrs-,cred- 
itable record 4 275.909 
Gyer 10 yrge,créda 
itable record 3 230.00 
Under 10 yrs. () 210.00 220.590 231.09 241.50 
orf , Dai ‘ 





% Comsissiened warrant officers during first 10 yrs. of come 
missioned service are entitied to base pay at the rate of 
$2,520 per annum and the allowances of the second pay peri- 
ods a certificate of creditable record is not required. 


APPLNDIX V (Continued) 





Rank and service 


fer pay 

eriod purposes 
Cemmedore and 

Cante 
Tomar e & 

Over 30 yrae 

Under 30 yrae 
Lt. Comdre: 

Over 23 ¥rae 

Under 23 yrs 
Lieut: 

Over i? yrs 

Under 17 yra- 
Lieut. (jg) + 

Over 1) yrae 

Under 10 yra. 





ineigns 
Over 5 yrae 
Under 5 yrs. 
Ge HeQss 


264 053 


CGwer 29 yrse,crede 


itable record 


Uver 10 yrse,cred- 


itablie record 
Under 19 yrse 
fJarrant Off. 


oe Ce ee lUrthlUlCU OO hlUCieChTTSlhlUll Th Ul CellC 


Rank and service 
for pay 


264 .59 


Over 
21 
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uyer 
18 


476.67 


417.98 


357 50 
357 .50 


233 +00 


269 «90 


293.06 
373699 
254 «09 


Over 
oOo 


service for lonvevi: 
Over uver Uver 
i2 15 17 
De 
449.00 458.33 
3889.90 401.34 
339-09 343.75 
343-95 
27620) 287.590 
276.99 287.590 
249.09 250.99 
276.99 2867.59 
252-00 262.59 
2162090 225-09 
Uver gyer Over 
a0 a 27 


Gover 
29 


NESs YES > 


557 «50 


anlmlC KOC lS Deel 


| Service for longevity 


period purposes yPSe yrse yrse yrse rss 
515-53 $31.67 


commodore and 
Capt. 
Comadrs 2 
Oyer 32 yrs. 
Under 4) yre-. 
Lt. Comdrs< 
Over 23 yrs. 
Under 25 yrse 
Lieute: 
Over 17 yrse 
Under 17 yrse 
Lieut.s (jig): 
Over 10 yrs. 
Unger 10 yrs. 
Sngign: 
Over 5 yrse 
Under 5 yrss 


49595 


435-12 


371.25 
371-225 


319.59 


270 299 


4335012 


449.17 465.21 


443.17 465.21 


385.90 398.75 


322000 353-59 


289-990 290-99 


$59 299 
B90«99 


481-2 


412.59 


345.99 


39 09 
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APPENDIX V (Continued) 


~____uerviee for longevity 


Rank and service “ver GCyer wer oyer Uver 
for pay 2L 25 a4 a? oO 
period PULDOSES yrBe LPB yas yr Se re * 


Oia Gos 


Uwer 2) yrée, erede 


itable recerd 371425 585.99 398.765 412.59 

Sver 10 yree, cred« 

itable recerd B19 89 $22-¢90 333-50 345.900 

Under 10 yre. 283.59 294.99 394.50 315.00 
Warrant Off. 243.03 2962.99 261.099 2739.30 





and Naval .e serve 
Years of service 





Slassi- over over Over Orer over 
Pay fica~ Fase 2 6 2 LZ 15 
grade tion say i yESe ES yrs. o 8 





i APC 165 173.268 181.5939 189.75 125 236.25 
leA CPG(AA) 150 157.590 165 172450 86189 187.59 
SUQle 
Stle L35 141 ~75 248.89 155.25 162 168.75 
Mie 
Lee 
St2ea 215 129.75 126.539 132.25 134 1435675 
CK2ea 
4 PUSS 
3t3e 199 195 L19 115 1295 125 
K3c 
5 Jt 
Le 
MALo 90 94-50 32 193.50 106 112.59 
baugie 
Stulc 
6 eS 
#20 
HAZe 60 84 BS 92 96 199 
Sugac 
StH2e 


ta 


3tuSe 75 78.75 62-50 86225 20 95675 


—=-_—2S lll lee eae SSeS eel eee See 
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APPENDIA ¥ (Centinued) 





PRR a ir 


Years of service | 





lassie iver Over uyer over Over 
Pay fica- 18 2d 24 27 39 
grande tion YuSs JrB- yrse yrge fxs s 
1 CPO 214259 222.75 231 229.25 247.50 


eA cPO(AA) 195 202.59 219 217.59 225 
2 Ole 





Stle 175-59 182.25 183 195.75 202.50 
Mele 
3 POZe 
3t2e 149.509 155.25 161 166.735 172.59 
Ck2e 
4 #O3e 
5t3e 139 135 149 145 159 
CES C 
5 SLe 
Fle 
HAle 117 121.50 126 139.50 235 
Bugle 
otiile 
G ee 
F2e 
HASa L994 196 112 116 120 
BRug2e 
stk2c 
7 AS 
StiuSe 97-50 101.25 195 198.75 112.55 
Rank and Allowances 
Allowanees 
with vitbeout 
dependents dependents 
Rental cubsistence 










Renk sentel Subsister 
Commedere and Capte | : 
Comdar. : 


105 2d 


Over 39 yree 129 . 42 LOS 2i 

Under 30 yra. 429 63 i05 21 
Lt. Comdr.: | 

uver 23 yrse 12) 63 195 2d 

Under 23 yra. 195 63 93 24 
Ligate: 

Goyer 17 yrs. L905 65 a9 24 

Gnder 17 yrs. 390 42 75 2i 
uLieute (dz) : 

Uver 10 yrs. Pr ) 42 75 21 


Under 10 yra- 75 42 69 23 
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APPENDIX V (Continued) 


> Allowances 
With vWitnout 
dependents dependents 





Sank caietense 
SuBgign: - 
Ower 5 yrs 75 hid 69 ai 
Under 5 yrse 69 42 &$ ea 
Oe V2.0. 8 
Over 2) yrse, ered- 
itable reeord 135 6o 3D ad 
Cyer 10 yra., ered- 
itable reecrd 99 42 79 21 
Under 10 yrae 75 &Z 65 ab 


Yarrent orf. 60 42 45 21 





ei 
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APPLWDIA VI 


The ray seales cf the Classification Act of 1923, 
AS Amended 
“€feetive July 1, 1346 
federal Civil Service 


verviee and Grade Basic pay retes 





yl GAY (Pe Rinimun Max iroum 

i 1985.90 1492.99 

2 1690299 2.529 «OG 

1639.99 2993.04 

1756-90 fd GB « ZB 

a 1822.99 2168.28 

2 1622.99 2243.52 

3 = 1954.50 2S P40 FD 

4 2929.39 2469.24 

3 2168.28 2619.72 

5 2243-52 2694.96 

A 2394.09 2345.44 

& 2469-24 2329.68 

5 2644-89 3397 «29 

7 2694.96 3271.89 

£ 2298 .69 3648 699 

S021 .00 3775~49 

? 3271.89 4924.25 

SG97 229 4143.63 

9648.99 2499-40 

3773.49 4525.50 

3 4149.69 $302..99 

4525 -80 5278.29 

4 | 4992.00 5906.29 

5 L2 5905.29 6562 «80 

6 13 7492«20 8959.89 

? 14 8173.59 9376459 

8 1.5 9975.99 £9399 -99 
2 Lé see nete 3 below 





5M 


HOTeS : 
1. The ratee for the Clerieal-Nechanical Service, as of 
July 1, 1946, are as fellows: 
Cil.<1, 30 te 97 cents an hour TH-3, 31.29~-51.27 an hr. 
ewe g 31.04+«241.12 an hour Med y $1.35«2) 42 an hr. 
2- The rates for part-time charwomen and part-time head 
charwomen are 99 and 95 cents an hour, respectively. 
Oe 2-9 and CAF-16 have no explicit pay rates. They in- 
clude positions fer which Congzrese, in individual cases, 
expressly fixes a pay rate in excess of 419,990 a year. 


Oe aI 
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ADCLAOTA VII 


A Ganple Somputation of @ Superannuation Renefit in the 
Vubliec smployees Retirement Systen ef Onie 


48 a hypetnetieal case let us take a civil servant 
who is making *1509 at age thirty and starts his contribu- 
ticens at this pointe He contributes on the hasis sf 41599 
for ten years, on the basis of $2909 fer 10 years, and en 
the basia of $3900 for 10 years, thus waking a tetel nun- 
ber of 50 years and age sixty yearas | 





Humber 5% Ameungt 19 yrs. 
3 and 20d interes’ 

a, 2 999 

») 1290 

G) 19 5990 159 1809 

4} $990 with interest compounded (20 patel S159 

e) 51390 with interest compounded (10 yre. 1776 

f) *1800 ino compounded interest) Lec 


} 
g{ An?t in eupleyees' saving fund 
Matehing centribution (Seaploeyers 
accumulation fund) 
i) #m't transferred to annuity and pension 
reserve fund 311096 





j) setuarial age faecter for 60 years 19.3833 
This figure chenges with different azes 
and determines amount sf anauity which 
may be heught with the fund available. 
k) Awtt yearly annuity above will purchase 21968.69 
i) Flat 615.00 per month inerease fer all 
members retiring after 1) or more years 
of serviee. (Passed by last legislature, 
JU e Senate Bill £87) 
ta) Total yearly pension ou! 
n) TetalL monthiy retirement benefit for life 194. 05 
@) Ne prior service eredit reeeived (Weuld be 
figured in basic annuity). 

Thus is an example eomoutation of = superannuation 
benefit. The salaries used in the example are gaia to be 
fairly typieal of general civil service office workers. 
We must remewhber that regardless of salary, the contribue 
tions are bused on 6 maximum of $3000. Ye can easily 
understand the agitation by the higher salaried ewplcyees 
te bese guch contributions on actual salaries. <Alge we 
see that tie actuariai age facter is a determining factor 
in the amount of benefit received. Thus if an employee 
retired at 55 years of age ne might heve a larger fund 
credited to him in the annuity ana pension reserve road 
than &n employee whe retired at 70 years of age but due 
to the actuarial age factor the older empicyee would 
receive a greater benefit. 
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APPENDIX VIII 


Secial Security 


“xeuples of O14 Age Insurance Renefites 





Average monthly 


wazee during period To Worker To Worker and wife 
Monthly benefits based on on payment 
I | 





259 
#100 *25.75 38.65 
L509 5} « BQ 46.35 
250 or wore 41.29 61-50 
“onthiy payments based on payment 
0; tax for 5 years 
HO a4 +90 oa 0 OG 
1990 26.425 39.38 
L590 31259 47.25 
ao or more 42.06 65-50 
Konthiy paywwnte waned on payment 
ae of tax for 19 years 
30 220099 2a 009 
159 27 86 41.25 
150 353209 49.50 
250 ox more £4.99 66 609 
Meonthiy payments based on oaynent 
of tax for 20 years 
oO 24<09 36 290 
199 35.99 45259 
159 36299 54039 
259 ar more 48.08 72006 
Honthiy payments based on payment 
ef tax for 50 years 
59 26 0) 34 00 
133 42.59 48.76 
159 29.09 58.53 
250 or more 52.99 78 +00 
Venthly payments baged oa vayment 
of tax for 4) years 
39 23 «JD &JeD) 
159 39.09 52.59 
159 42.09 63.9) 


259 er more 36 039 24.99 


Et —~ om —m_ w- —_= = 7a - 2aS an le —_ — = ed - ‘ais na —_ ai om ad a om ] me - om 


i290 








APPENDIX VII (Centinued) 
eee “EG Gne child 
if 16 or 186 if 
Te widow of in echeei or 
any age and ts one wholly 
Average monthly Te widow if one child dependent par- 
gazes of de- over 65 ar (Until ehild ent if 65, or 


ceased worker 


As . _ me 
aurinz period 


or more 


or more 


= =. «ee 8 ® 


when 65 is is 16 or 18 when G5 is 
if in school) reached 
fouthiv bene? t2 based on Burment 
of tax for 3 3 











+235«45 ‘25.78 20 39 
L9e3i ae 12-58 
23-18 2 2 BS 15.458 
33-99 51.«50 20+69 

Monthly benefits baged on payment 
ef tux for 5 years 





+ ae £9259 


19.63 wi 6B 15<13 
23 «63 539238 15075 
$1250 52259 24699 


Nonthly benefits based on payment 
of tax for 1) years 


109 29 265 34238 13.75 
159 24475 41.225 : 16.59 
259 er more 334090 59 +99 2220) 
Youthly benefits based on payment 
al of tax Por 2) years > 
53 18.99 30000 Lied} 
1993 22050 37 +59 15.05 
15) 27 09D 45299 45409 
259 or more 36 299 60+00 24-99 
Menthiy henefite based an payient 
~ of tex for 50 years 
50 19.50 32-590 13-90 
LOG 24-38 43263 16-28 
L590 2225 48.75 19.50 
259 er more 33 200 — 26209 





=—-—_ lc ll Oe 


a ne a od i | | 





ears 


" | 14.09 
36 «23h 43075 17 «30 
34659 532-50 21209 


42299 79.09 26 «O09 


APPERDIX IK 


Benefits vropssed in Federal Civil Service by Bepert 













to Accompany i‘enate Hill 637 






15 years of service, 20 years of service, 
anauLits able to-~-- annuit able te-~-- 
Awerage “ldow 
salary =n- ef de- ome of de- 
for ployee eeased Orphan ef ployee ceased Orvhan of 
5 years on re- active deceused Oo re- active deceased 
tire-~ em- active tire~- em- active 
pen f, loyee emoloyer ment pie €e@ e@uvloyee 
3 600 2 459 5 225 : 45093 225 § .1 oe ra 
1,999 52 262 132 739 356 i75 
1,599 6900 300 159 309 499 299 
29209 6&7 3o8 L169 299 459 220 
29590 759 375 188 1,009 509 259 
3,999 825 41z 206 1,499 659 2'S 
35 50.) 9090 453 225 1,299 600 399 
4,990 375 48 BAG 1,209 659 nS 
4,509 1,059 525 263 1,499 799 oS) 
5,900 1,125 563 282 1,539 759 as) 
5,500 1,238 619 310 1,659 625 
6,009 1,359 675 oo 8 1,899 300 
6,599 1,463 732 S69 1,959 975 
7,009 2,575 772 2,200 1,059 
7,500 1,686 844 2—g2o0 1,125 
8,990 1,899 BOD 25499 1,209 
8,599 1,923 336 2,550 1,275 
9,900 2,925 1,912 2790 15550 
3,599 2,236 1,969 2.8509 1,435 
19,399 1,225 3,809 1,539 
annul ‘i 
3 500 2 45! B20 G 212. 
1,999 B75 438 al9 309 459 a2 
1,509 1,00) 509 259 13299 609 a) 
2,009 1,12! 562 28) L 3389 675 308 
2,890 1,259 625 S13 1,509 7590 369 
3,909 1,375 688 344 2 3659 B25 
3,590 1,599 7 5) 360 15809 399 
4,390 1,82 B13 1,259 375 
4,500 1,750 875 2,209 1,959 
6,099 1,875 BSE 2,259 1,125 
6,599 7,063 12,9381 2,475 1,235 
6,990 2,250 1,425 2,799 1,850 
6,509 2,438 1,219 2,225 1,462 
7,999 2,625 1,312 3,150 1,575 
7,099 2,815 1,496 3Sen7S 1,686 
8,099 3,999 1,599 opS39 1,800 
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ADVREDIX IA (Soutinued) 






25 years of service, SE , 
annuity payatie to-- Lo--~ 
AVETA2ZE eLaow 
Salary n- ef de- ante et de- 
for “levee ceased Orphan of plcyee ceased vurphan of 
S years on re~ active deceased on ree active deceased 
tire éx- active tire- en- active 
es | impLloyese ment plovee empiscyvee 





“ 8,509 °3,186 61,594 2,825 71,912 
3,900 3,275 1,688 4,959 2,925 
382 25565 1,721 S,27S 29135 

13,999 3,759 432,275 4,50) 2,259 
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APpRyDIx x *® 





Off Reti 1949-1 547 
(Regulars and nonregulars) 
Sor sitheut Ser Sent For 
Rank Sisabliity Sieability Jisability 
Aray and 
his Yeree FR 
qenerals 387 38 GOR 
“elonels 2, n54 775 74% 
Lieut. Tele. 2,543 422 86% 
sdajors 5,923 39 39% 
Admirals 19" a9 54s 
Somnodore s 23 29 50% 
Cap tains 669 475 8's 
_ UliMande re 574 1396 75% 


r rem tie Se News, \ecerber 12; LYAa7, pe 19. 
Re Ginece June 30, 1940. 


wee Since Decenmner 31, 1939. 











q( 


OPRESS BIN{ 


BDS 2507 EMB. — = 


MADE BY 


> PrRobDUCTS, INC. 
ISLAND CITY, N.Y.. U.S. A. 





